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WHAT MAKES A HOUSE 
A HOME? 


















The “personal touch” helps make a 
house look lived-in, but a house is not 
a home until one more thing has been 
added: a feeling of security. 


You can give your mortgagors.a feeling of 
security by making Continental's MORT- 
GAGE PAYMENT PROTECTION PLAN 
available to them. With MPPP, the home- 
owner can relieve worry over loss of his 
home through failure to make his mortgage 
payments if he should become sick or hurt 
and unable to work. 


MPPP costs you nothing, and it’s easy to 
install and maintain. To find out how this 
program can benefit you as well as your 
customers, consult your insurance agent or 
broker, or write for a free brochure. 





1 member of the Continental- National Group 














EPENDASBILITY 





All large corporate investors in mortgage 

loans know of Louisville Title’s thoroughness, 
Stability and accuracy. That is why many of 

the country’s leading mortgage lenders depend on 
Louisville Title for efficient service in 


insuring real estate titles. 





LOUISVILLE TITLE 
Iuswtance Company. 


HOME OFFICE * 223 S. FIFTH STREET ° LOUISVILLE, KENTUCKY 
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PROTECTION’ 


* There is no better 
protection for a mortgage 
than title insurance by 
American Title. 














Licensed to write title insurance in— 


ALABAMA + ARKANSAS + COLORADO « FLORIDA + GEORGIA + INDIANA + KANSAS «+ KENTUCKY 
LOUISIANA + MICHIGAN + MINNESOTA «+ MISSISSIPP! « MISSOURI » MONTANA + NEW MEXICO 
NORTH CAROLINA + NORTH DAKOTA + OHIO + OKLAHOMA + SOUTH CAROLINA «+ TENNESSEE 
TEXAS + WEST VIRGINIA + WISCONSIN + WYOMING «+ PUERTO RICO «+ VIRGIN ISLANDS 
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MBA 1958 Calendar 


Western Mortgage 
Wichita 


fpril 21-22, 


linic, Hotel Lassen, 


Vay 8-9, Southwestern Mortgage 


Clinic, Del Coronado Hotel, San Diego 


Board of Governors Meet- 
Hotel, Wash- 


June 2, 
ing, Sheraton-Carlton 


ington, D. C 
June 22-28, School of 


Courses I and II, 
Chicago 


Mortgage 
North- 


Banking, 


vestern University, 


June 29-July 5, School of Mortgage 


Banking, Course III, Northwestern 


University, Chicago 


School of Mort- 
Stanford 


July 27-August 2, 


gage Banking, Course I, 


University, Stanford, California 


August 3-9, School of 
Banking, Course IT, 
sity, Stanford, California 


Mortgage 
Stanford Univer- 


15th Annual Con-- 


vention, Conrad Hilton Hotel, Chicago 


November 3-6, 


TO TOMORROW: 


families o1 


>> LOOKING 


One-fourth of all insured 
more than 10,000,000 families put 4.5 
more 


per cent o1 of disposable in- 


come into life insurance and an esti- 


nated 3,000,000 families put 9.5 per 
nt or more into such premiums, ac- 


cording to the Institute of Life In- 


urance 
loday’s larger average premium, 
however, represents a slightly smalle1 
‘rcentage of family income than was 


true in 1950. 
The average amount put into life 
insurance premiums by U. S. families 


shown by the sur- 


owning = ies | 

ey to be $190 yearly, compared with 
90 in aah the increase being 27 

per cent. Neither of these figures in- 


clude the group insurance paid for by 


employers, nor the insurance fully 
paid-up. 
[he average premium was gener- 


illy larger as the income level in- 


| creased. 


ind over, the 


For the income group $7,500 
average premium was 


$440 
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@ How T/ sells home ownership 


fo your customers... 


protects them, too/ 


Why own a home? 


FLOWERS! 


Growing flowers ie just one of the many joys of home 
owsership 


When you buy, consider the importance of all the 

pleasures your home will give you. Consider, too, the 
mportance of a Title Insurance policy to protect 
“ur rights to the property you buy 


Por 45 years, Tl. hax helped make California land 
safe. The world's largest staff of Utle specialists, and 
omplete land records of every county we serve asx 
ure fast. dependable, low-cost protection 


whether or not you want to mise flowers, be sure 
ur land baw the strong protection of Tithe Insur . 
wee and Trust Company 


decerea's 
apamny 


Title Insurance and 
Trust Company 


433 %. Spring Street. Los Angeles 54 . MAdison 62411 


Paidhary Compane tifteen Catiforme countess 


Through local newspaper ads, Title Insurance 
is selling the benefits of owning property... 
important benefits like Flowers and Hobbies 
and Relaxation. 


When your customers buy in California, be 
sure to give their property, and all the many 


benefits that go with it, the safe, sure protec- 


tion of a Title Insurance policy. 


‘You can be sure 
when TI insures” 


Title Insurance and Trust Company 


433 SOUTH SPRING STREET, LOS ANGELES 54 + MAdison 6-2411 








T.L.’s fast, low-cost, dependable title service is 
made possible by America’s largest staff of 
title specialists, complete land records in 15 
California counties, and 65 years of title 
service experience. 


Remember — the best safeguard for buyers 
and sellers is a Title Insurance and Trust 
Company policy. 


America’s Largest 
Title Company 


(Branches and subsidiary companies in fifteen California counties) 
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P:sH home mortgages score high with leading investors! 





Harnischfeger offers greater assurance, greater protection... with a 


omplete Package 


When you invest in a P&H home mortgage, you know the package you receive is 
complete and accurate in every detail. That all documents, all the title 
matters, including A.T.A. title policies, are expertly handled by Harnischfeger Homes 
Acceptance Corp. That HHAC processes and handles the entire transaction (no 
job is ever ‘‘farmed out’’)—thus assuring you of greater safety for your investment. 


And here are other important advantages you enjoy in a 
P&H home mortgage package: 

Diversification. By spreading home mortgages 
throughout the Midwest, a land rich in industrial and natural 
resources, investors receive maximum protection against 
regional economic changes . . . assurance of uninterrupted 
high yield. 

100% responsibility. If required, Harnischfeger will 
provide efficient servicing facilities .. . prompt and efficient 
collection of principal and interest payments, escrow of 
taxes and insurance payments, and handling of regular in- 
spections of your security. 

Quality-plus homes. P&H homes have styling and 


Harnischfeger Homes Acceptance Corp. 


Phone 1234 
Homes manufactured by Harnischfeger Homes, Inc., Port Washington, Wis. 


Port Washington, Wis. 


features with wide appeal, high re-sale value. Designed 
by some of America’s leading residential architects; manu- 
factured by Harnischfeger Homes, Inc., a leader in the 
industry since 1935. 

Peace of mind. Investors can have confidence in the 
stability of Harnischfeger Homes Acceptance Corp., an 
affiliate of Harnischfeger Corp., which has assets of nearly 
70 million dollars. 


For more information, write: Harnischfeger Homes Accep- 
tance Corp., Dept. MB-584, Port Washington, Wis. For 
banking references: Chase Manhattan Bank, New York, N.Y., 
or First Wisconsin National Bank, Milwaukee, Wis. 


QUALITY 


P.. 


HOMES 
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do you 

measure your 
mortgages as 
many investors do? 


One of the ‘‘yardsticks'’ they use 
in judging a mortgage is whether 
or not it's insured 


Rhitealaritle-.eMuslelaielele|-1 Mele Miehi-1 
ToMile](o Mm -lel)|-1anioME 1-11 Ml MRieleloh an 
tight-money market 


ol <-m cell muslelaielelel-t Maslela-Melsicelaihy— 
Tom lahat ticle meliem 2eliat-h 


have them insured by 


Title Insurance Corporation 
of St. Louis 


810 Chestnut. St. Louis. Mo 


6& THE MORTGAGE BANKER + April 1958 













The mortgage has long played a major role in the investment policies of thrift institutions. Around 


INVESTMENT ROLE OF MORTGAGES 
WITH THE THRIFT INSTITUTIONS 


the middle of the 19th century, from 80 to 90 per cent of the assets of the life companies was 
invested in mortgage loans, a similar amount by the savings and loans and well over half by the 


mutual savings banks. Mortgages constituted the largest single asset for these three classes of inves- 


tors—as they did 50 years later. But today these proportions have declined. How important a role 


will the mortgage play in the investment policies of these and other types of investors in the future? 


The answer lies in an examination of what has caused the changing views of mortgages as invest- 


ments during past periods. Mr. Klaman furnishes the historical evidence pointing to the influences 


which will determine the investment appeal of mortgages in the years ahead. Until recently, he was 
with the Capital Markets Section of the Division of Research and Statistics of the Federal Reserve 
System and is now economist for the National Association of Mutual Savings Banks in New York. 


N THE affairs of finance, thrift 

institutions and mortgages are as 
natural a pair as steak and mush- 
rooms. This close association has 
endured with a varying degree of 
affection for about a century and a 
half, as long as thrift institutions have 
been on the American scene. The 
degree of affection with which these 
institutions will regard mortgages in 
the years ahead will undoubtedly vary, 
as it has in the past, with changes in 
the relative attractiveness of other 
suitors for funds and with changes in 
the financial and economic climate 
generally. Clues to future variations 
in investment behavior of the main 
thrift institutions — mutual 
savings banks, savings and loan asso- 
ciations, and life insurance companies 


types of 


-may be found in the record of 
their past activities. 

While each of the main types of 
thrift institutions have, from their 
earliest days, depended heavily on 
mortgages as an investment outlet, it 
has been only within recent years as 
time is measured that the mortgage 
market has become heavily dependent 
on thrift institutions. Back around the 
mid-19th century, for example, mort- 
gages constituted the largest single 
asset of each of these institutions, rep- 
resenting 80 to 90 per cent of the 
assets of life insurance companies, a 
similar proportion of the assets of sav- 
ings and loan associations, and well 
over one-half of the assets of mutual 
savings banks. 

Fifty years later while still investing 


By SAUL B. KLAMAN 


the bulk of their funds in mortgages, 
the thrift institutions held only about 
one-third of the total nonfarm mort- 
gage debt then outstanding. At that 
time individuals and other non-insti- 
tutional investors were still the main 
source of mortgage credit. With the 
continued growth of thrift institutions, 
their importance in mortgage markets 
increased, though unevenly under the 
impact of the depression and war 
years. By the end of World War II, 
they held about one-half of the non- 
farm mortgage debt compared with 
two-fifths in 1920. Over the years, 
except for the war when Government 
securities were acquired in large vol- 
ume, mortgages have continued to be 
prime investment outlet for sav- 
ings banks savings and loan 


and 





Economist, National Association of Mutual Savings Banks, 
at the MBA-NYU Conference in January 
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but have never again 


associations 
dominated the assets structure of life 


companies. 

The greatest relative growth in the 
participation of thrift institutions in 
mortgage markets has come in the 
dozen years since the end of the war, 
which the net flow of 
nonfarm mortgage funds from 
lenders amounted to almost $80 bil- 
lion out of a total nonfarm mortgage 
flow of $115 billion. This dominance 


of postwar mortgage lending activity 


during time 


these 


by savings institutions increased their 
holdings to almost two-thirds of the 
nonfarm mortgage 
Within then 
hold- 


one- 


total outstanding 
debt at the end of 1957 
own asset structures, mortgage 
than 
life in- 
than 


savings 


from less 


one-third for 


ings increased 


sixth to over 


surance companies, trom less 


one-fourth to three-fifths for 
banks 


ord 


the highest proportion on rec- 


and from less than two-thirds 


to well over four-fifths for savings and 
loan associations. Similar sharp gains 
were recorded relative to the flow of 
savings into these institutions between 
1945 and 1957 

The 


extraordinary expansion in 


WWW 0000000000000 0000000 ae 





epee ha Ea Fab ae ae a Sat aa taba t abet at at at alata tata! eee eee aba S abet bata tata tatatata tats tatal 


: 


vw 





® THE MORTGAGE BANKER « April 1958 





—your best protection 


Mexico, 











“One thing that can be said with certainty about the future course 


of events in the mortgage markets is that if the thrijt institutions 


and others continue to rely as heavily on federal programs as they 


have in the past, they will be vulnerable to unpredictable statutory 


and administrative changes. 


The alternative to such uncertainties 


would be to accept the uncertainties of the marketplace and bear 


the risk of error in judgment and economic change with minimum 


reliance on federal support, direct or indirect.” 


mortgage activity of savings institu- 
tions relative to other market partici- 
pants and to other types of invest- 
ments reflected the unusually liquid 
position of financial institutions and 
the strong pent-up demands for hous- 
ing and other real estate facilities at 
Neither of these 
Each of the 

institutions 


the end of the war. 


conditions exist today. 


main types of financial 
held a larger amount and proportion 
assets in Government securi- 


1945 than in 


of then 


ties at the end of any 


preceding year. Conversion of these 


Mortgage Investors 








TITLE INSURANCE 
safeguards Mortgage Investments 


Our policies are available to you in Arkansas, Delaware, District of 
Columbia, Florida, Georgia, Louisiana, Maryland, Mississippi, New 
South Carolina, 

Virginia, West Virginia and in Puerto Rico. 


THE TITLE GUARANTEE COMPANY 


Home Office - TITLE BUILDING + BALTIMORE 2, MD. 


SARATOGA 77-3700 


North Carolina, 


TELEPHONE 









Tennessee, 


Wea 


large holdings into higher yielding as- 
sets and development of new invest- 
ment outlets for the inflow of savings 
were common goals. Federal Reserve 
support of Government bond prices 
through early 1951 made it possible 
to sell such readily 
without penalty. As a result, liquida- 
tion of Treasury obligations proceeded 
rapidly during the period of support 
provided a large 
funds to meet private demands from 
the capital market. 

At the same time the Federal Gov- 


securities and 


and reservoir of 


i 





Texas, Utah, 


: 








ernment expanded and liberalized its 
mortgage underwriting programs and 
secondary market facilities. These ac- 
tions in conjunction with generally 
expansive Federal monetary and fiscal 
policies created a financial climate in 
which yields and other considerations 
associated with mortgage loans were 
especially attractive to financial insti- 
tutions. The speed of conversion from 
Governments to mortgages varied 
among financial intermediaries re- 
flecting differences in pelicies, legal 
restrictions, and organization prob- 
lems. Notwithstanding basic institu- 
tional differences, however, it is clear 
that each of the three main types of 
savings institutions regarded mortgage 
investments with maximum or stead- 
ily increasing favor from 1946 through 
1950. 

During these years, savings and 
loan associations devoted all of their 
net capital market investments to 
mortgages, mutual savings banks ex- 
panded their net mortgage invest- 
ments from less than one-eighth to 
well over nine-tenths of their total 
net capital market flows, and life 
companies increased the proportion of 
their net capital market flows go- 
ing into mortgages from about one- 
seventh to three-fifths. 

Commercial banks behaved quite 
differently from the thrift institutions 
in this period committing a much 
larger share of their net loans and 
investments to mortgages in the im- 
mediate postwar years than in any 
subsequent year, a mortgage flow 
much larger than the flow from other 
institutional investors. This unique 
action reflected the basically different 
investment programs and objectives 
of commercial banks and the mark- 
edly greater volume of Governments 
held by them than by the savings 
institutions. 

The universal favor which mort- 
gages found with institutional inves- 
tors in the first half of the postwar 
decade ceased with the abrupt change 
in the financial climate wrought by 
the Federal Reserve-Treasury “‘ac- 
cord.” March 1951 is an _ historic 
date in the fmancial world. It marked 
the end of the nearly unlimited 
liquidity enjoyed by financial institu- 
tions and the beginning of a flexible 
monetary policy which has had as 
much if not more influence on mort- 
gage market conditions, and on the 
role of thrift institutions in the vari- 

































































OTHER 
PEOPLES’ 





MONEY 


Of course no banker would agree with this 
facetious sally by Dumas: “Business? It’s 


simple—it’s other people’s money.” 


Just because the financing of a real estate 
project involves the investment of “other 
people’s money,” the banker exercises ut- 


most precaution. 













One of his safeguards against loss is title 
insurance—and there’s no safer, surer pro- 


tection than a TG&T policy. 


TITLE GUARANTEE 
Hd and Trust Company 


HEAD OFFICE: 176 BROADWAY, N. Y. 38 +» WOrth 4-1000 


Title Insurance In New York, New Jersey, 
Connecticut, Massachusetts, Maine, Vermont, Georgia 
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ous sectors of the market as any other 
single The reactions of the 
major types of savings institutions to 


factor. 


subsequent changes in monetary pol- 


icy and in overall capital market 
conditions varied in accordance with 
their fundamental differences includ- 
ing their degree of specialization in 
mortgages, types of mortgages pre- 
ferred, and opportunities for alterna- 
It is these differ- 


ences in reactions to changes in the 


tive investments 


investment climate and in basic mort- 
gage operations which it is important 
to assess if we are to evaluate the 
future role of thrift institutions in the 


mortgage market 


While financial institutions with 
broad alternative investment outlets 
have adjusted their mortgage flows 


more frequently and widely over the 
past few years than lenders with lim- 
ited outlets, all types of investors ad- 
justed their flows in accordance with 
changing yields. Thus, not only life 
insurance companies but mutual sav- 
ings banks and savings and loan as- 
sociations reduced their share of net 
capital market investments going into 
mortgages during the 1951-53 period 


DRAPER 


of capital market stringency and ris- 
ing yields on alternative investments. 
For life insurance companies and mu- 
tual savings banks the relative reduc- 
tion reflected chiefly a favoring of 
corporate securities relative to mort- 
gages: for savings and loan associa- 
tions it reflected the acquisition of 
Treasury increasingly 
favorable yields following liquidation 


obligations at 


in earlier years. 

The subsequent easing in monetary 
policy and capital markets after mid- 
1953 was accompanied by a sharp 
relative and absolute expansion in 
funds devoted to 


ments to be followed by an equally 


mortgage invest- 


impressive contraction in the 

year or so in the wake of the return 
market 

tightness. 


past 


stringency and 
Within these 


broad similarities of movement lie im- 


to capital 
monetary 
portant differences in degree of 
change, in timing, and in types of 
mortgage investments which are basic 
to an understanding of present and 
future operations of savings institu- 
tions in mortgage markets. 
Comparison of net mortgage flows 
with the supply of long term funds 


available to each type of institution 
indicates the much stronger reaction, 
as well as the longer lag in response, 
of life companies than of other savings 
institutions to changes in the financial 
climate. This is a reflection both of 
the wider investment opportunities 
available to life companies and the 
greater influence of the mortgage 
commitment process on their opera- 
tions. In 1950, for example, net mort- 
gage acquisitions of life companies 
amounted to $3.2 billion, larger than 
those of any other type of investor 
and nearly three-fourths of their net 
increase in assets. This amount and 
ratio was maintained well into 1951 
many months after the Federal Re- 
serve-Treasury “accord.” The sharp 
reaction to tight money did not show 
up in the figures until 1952, when 
net mortgage flows dropped to less 
than $2 billion even though net assets 
rose substantially. The 1953 mortgage 
flow was only slightly larger than in 
1952. It was not until 1954, months 
after the easing in capital markets, 
that the total and relative mortgage 
flows of life companies expanded ap- 
preciably, and by 1955 had reached 





AWD 


KRAMER 





Old Orchard Business District 
1350-60 Lake Shore Drive Apartment Building 


KNOWN FOR OUR ACTIVITIES IN 
THE MORTGAGE FIELD...KNOW US 
ALSO FOR PROPERTY MANAGEMENT 


* 


Leasing agents and managers of some of Chicago’s finest properties 


Main Office=30 West Monroe Street, Chicago 3G, Illinois 
Four branch offices in Chicago 
Other offices in St. Louis and Minneapolis 


The Inland Steel Building 


DRAPER 


AND 


-KRAMER 


ESTABLISHED 1893 
REAL ESTATE MANAGEMENT 
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SALES MORTGAGES 
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a new peak of $3.5 billion. Again, 
although monetary policy had once 
again tightened and capital markets 
were under restraint in 1956, life 
companies acquired as large a volume 
of mortgages in that year as in 1955. 
[he sharp drop in their mortgage in- 
vestments occurred in 1957 to $2.2 
billion representing only two-fifths of 
the net increase in assets, the same 
amount and ratio as in 1953. 

Thus during alternating periods of 
capital market expansion and re- 
straint from 1950 to 1957, net mort- 
vage flows from life companies went 
through a complete cycle of wide 
amplitude, both absolutely and rela- 
tive to their available long term funds. 
Their lag in response to changes in 
the financial climate was also pro- 
nounced reflecting the lag between 
commitments and acquisitions which 
in recent years has lengthened con- 
siderably. Net mortgage flows of com- 
mercial banks have also fluctuated 
rather sharply since 1950, owing to 
the wide choice of alternative outlets 
both short and long term available to 
them. 

Compared to the fluctuation in 
mortgage flows from life companies 
and commercial banks, flows from 
savings and loan associations and sav- 
ings banks have been considerably 
more stable in recent years. For sav- 
ings and loan associations, net mort- 
gage flows actually increased substan- 
tially (after a slight pause in 1951) 
throughout the early period of credit 
stringency and accelerated during the 
shift to credit ease to an all time 
annual peak for any type of lender 
of $5.3 billion in 1955. In that year 
the associations had been relying 
heavily on borrowings from the Fed- 
eral Home Loan Banks to finance 
their sharply expanded lending ac- 
tivities and by late summer ad- 
vances from these reserve institutions 
amounted to a record $1.2 billion 
compared with less than $700 million 
a year earlier. Without this net bor- 
rowing of half a billion dollars the 
associations could not have extended 
the volume of mortgage credit they 
did because their net inflow of new 
share capital was less than their net 
mortgage credit extensions. 

As a result of these heavy borrow- 
ings and sharp loan expansion the 
FHLB system in the fall of 1955 cau- 
tioned its member institutions “to fol- 
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low a loan program which will meet 
loan demands out of savings and loan 
Some had 


repayments.” associations 


ilso gone in heavily for standby com- 
mitments and were caught short when 


they 


were unexpectedly called upon 
to honor them because the market 
failed to ease later as anticipated. It 


was necessary for some ot these asso- 


ciations to sell mortgage loans from 
from commercial 


Federal 


these 


portfolio borrow 
banks or from the 


Banks to 


standbys 


Home 
Loan meet earlier 
FHLB eased re- 

before 1955 
a little fright- 
ened by 1955 developments, pulled in 


Even though the 


strictions on borrowing 
ended, the associations, 
their horns in 1956 seeking to regain 
greater liquidity in the face of con- 
tinued tightening in the capital mar- 
ket Though the net 
actually increased 
1955 


reduced 


inflow of sav- 


ings slightly in 
1956 


sharply 


over savings and loans 


their net mortgage 


lending by about one billion dollars, 


reduced their indebtedness to the 
Home Loan Bank by $200 million 
and acquired a relatively large vol- 


ume of Governments. Having im- 
proved their liquidity ratios some- 
what, the associations in 1957 in the 


face of an even tighter eapital market 


than in 1956 and sharp declines in 


mortgage lending by other financial 


institutions, maintained their mort- 
yage flows al the 1956 level All ol 
this also without any additional net 


deral Home 


from the Fe 
Banks and 


Savings 


borrowing 


Loan with a reduced in- 


flow ol 


LAND TITLE’ 


SERVICE 
COVERS 


eo) ite 
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“Any increase in total mortgage acquisitions of life insurance com- 


panies during 1958 may be expected to be rather smail. If a condi- 


tion of credit ease continues through 1958 and into 1959, we may 


expect a substantially greater increase in life company mortgage 


flows in the latter year than inflows from savings banks and savings 


and loans associations. For 


reverse lo pret ail. 


1958, 


{ rough guess on total volume 


however. | would expect the 


would place the 


net increase in mortgage flows from all three types of savings 


institutions at from $814 to $814 billion compared to less than 


$8 billion in 1957. a rise of from 5 to 8 per cent.” 


Somewhere between the markedly 
different 


and savings and loan associations to 


reactions of life companies 


alternating periods of capital market 
ease and stringency of the past few 
years has been the response of mutual 
banks. Those 
little change in 
volume of net mortgage flows between 


institutions 
total 


Savings 


showed their 


1950 and 1953 as markets changed 
from ease to tightness, though there 
was some decline relative to thei 


available long term funds. The sharp 
rise in mortgage lending characteristic 


of all institutions in the 1954-55 pe- 


riod was true also of the savings 
banks. In the past year, however, 
following a slight decline in 1956. 


these institutions experienced a more 
precipitous decline in their mortgage 
than other thrift in- 
level in the 


lending activity 
stitutions to the lowest 


past hive years 


— 








lo understand the full meaning 
of the varying mortgage market reac- 
tions to thrift institutions and thei: 
implication for future activity it is 
necessary to look behind the overall 
totals into the main mortgage market 
sectors. For all institutions a large 
part of the volatility in mortgage lend- 
ing activity reflected changes in their 
willingness to invest in Federally un- 
derwritten mortgages, particularly 
those guaranteed by the Veterans 
The 


savings 


Administration. uniqueness of 
the action of 
their aggressive seeking of GI loans 
all through the 1951-53 period of 
credit stringency, while life insurance 
companies and commercial banks were 
sharply curtailing such activity. By 
1953 the savings banks had accounted 
half of the total net flow 
of funds into VA mortgages and their 
leadership in_ this 


banks lay in 


for over 


new position of 


55 Years Experience in Ohio Titles 


RRY 1-3720 


— 


/EFFERSON ~ MEDINA - PAINESVILLE - RAVENNA - YOUNGSTOWN 








market was maintained through sub- 
sequent years of expansion and con- 
The main contraction did 
until last when VA 
mortgage yields were clearly out of 
balance with these in the non-insured 
mortgage sector and in other capital 
market sectors. It was the decline in 
VA lending, in fact which accounted 
almost entirely for the sharp drop in 
banks 


traciion. 


not occul yeal 


mortgage flows from Savings 


in 1957; 


gage flows changed only slightly. 


conventional and FHA mort- 


Similarly, the preceding years of 
sharp expansion during 1954 and 
1955 reflected the acceleration in VA 
mortgage activity, while the relative 
stability of total mortgage flows in 
the 1951-53 period reflected the nearly 
offsetting effects of sharply increasing 
VA mortgage flows and declines in 
FHA and conventional lending. It 
is of interest to remember, in trying 
to understand why the savings banks 
industry acquired a steadily increasing 
volume of GI loans after 1951, that 
they had then only recently acquired 
the right to lend beyond state bound- 
that many large banks had 
more funds to invest than could be 
absorbed by local markets, and that 
effective yields on GI loans after dis- 
counts were quite favorable compared 
to local investments available in the 
capital surplus areas of the East where 
located. In 
decline in GI loan ac- 
the 1956-57 period of 
reflected the fact 
that many savings banks had already 
built up their VA mortgage portfolios 
to desired levels and that increasingly 
large discounts were required to bring 


aries, 


most savings banks are 
the 
during 


contrast, 
tivity 
credit stringency 


yields into competitive position with 
other capital market securities. 
Perhaps the most single significant 
development influencing savings 
banks’ postwar mortgage operations 
was the amending of most state stat- 
utes permitting the acquisition of out- 


Y OF AMERICAN 


OAN ASSOCIATIONS 


1958-59 ISSUE 


(nly complete directory of Savings and Loan Associa 
ons covering all 48 states and the District of Colum 
ia. Over 6400 entries. More than 2000 dividend rates. 
Listings alphabetically by State and City, name of As 
lation, location, key officials, assets, memberships in 
Federal agencies. 273 page cloth bound volume. $25. 
post paid Sample pages on request 





T. K. SANDERSON ORGANIZATION 
Directory Publishers 
200 E. 25th St. Annex Baltimore 18, Md. 


of-state Federally underwritten mort- 
vages. Prior to this legislation, sav- 
ings banks had been playing a steadily 
decreasing role in mortgage markets 
compared with other institutional in- 
Since 1950, however, the sav- 
ings banks have become important 


vestors. 


national mortgage lenders in govern- 
ment-underwritten mortgage markets, 
as well as large local lenders. 

The wide fluctuations which have 
life insurance 
participation in 


been characteristic of 


company mortgage 
markets in the past years, have also 
reflected in the main their sharply ex- 
panding and contracting VA mort- 
gage market activity. For example, 
the net acquisition of VA loans by 
life companies dropped sharply from 
$1.1 billion in 1951 to about $200 
million in 1952 and 1953, then rose 
subsequently to $1.1 billion in 1954, 
further to $1.4 billion in 1955 
which peak it dropped precipitously 


from 


to less than $500 million in 1957. 
Changes in FHA and conventional 


lending activity have been consider- 
ably smaller over the years. Conven- 
tional home mortgage lending by life 
companies, in fact, increased during 
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TITLE INSURANCE 


TITLE INSURANCE on both Owner’s and Mort- 
gagee’s Policies anywhere in Michigan. Prompt 
and dependable service from Michigan’s Oldest 
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both the 1951-52 period of credit 
tightness and the 1955-56 period of 
renewed stringency. This past year 
there has been only a small decline. 
The suggestion clearly is that life 
companies in order to maintain their 
participation in mortgage markets, 
and hold correspondent organizations 
together, tend to increase their con- 
ventional mortgage flows to compen- 
sate for declines in Federally under- 


written activity during periods of 
rising yields in capital markets. 
Of course, when one talks about 


the conventional home mortgage mar- 
ket, one automatically thinks of sav- 
ings and loan associations. Participa- 
tion of these institutions in mortgage 
markets and reaction to changes in 
capital market conditions reflect in 
the their specialized 
conventional home mortgage lenders. 
This specialization in loans having 
flexible rates has accounted 
in large part for their steadily in- 
creasing mortgage activity in the 1951- 
53 period and their relatively small 
reduction in the 1956-57 period of 
credit stringency. Savings and loans 
have thus tended to capture a larger 


main role as 


interest 
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share of the home mortgage market 
during periods of rising interest rates 
and yields when other lenders have 
reduced their flow of funds into Fed- 
erally underwritten mortgages bearing 
inflexible rates. Moreover, the abso- 
lute flow of conventional home mort- 
gage funds from savings and loans 
has been so large as to constitute more 
than half of the total flow of funds 
into this market during the postwar 
years and in the past three years has 
been close to two-thirds. 

While emphasis of the role of sav- 
ings and loan associations as conven- 
tional home mortgage lenders is en- 
tirely appropriate, it should not 
obscure the fact that they have also 
the 
the 


decade, 


been significant contributors to 
VA home mortgage market. 
early the 
in fact, they placed more funds in 
VA than type 
of lender and in years 
when credit has been tight they were 


expanding their flow of funds in VA 


In 
years of postwal 


mortgages any other 


some recent 


mortgages together with savings banks 
while life companies and commercial 
banks were sharply curtailing their 
VA flows. Last the 


savings and loans along with all othe: 


year, of course, 
major lenders sharply curtailed their 
VA loan activity. All in‘all, over the 
12 year pestwar period savings and 
loans associations supplied more than 
one-fourth of the funds which flowed 
into the VA mortgage market, about 
as much as life companies and savings 
banks than 
commercial banks. 


and considerably more 


In detailing the nature of mortgage 
flows the main types of thrift institu- 
tions I have deliberately limited the 


discussion to home mortgages, first 
because this has been the most im- 
portant and dynamic sector of the 
mortgage market in the postwar pe- 
riod and second, because the thrift 
institutions have played their major 
role in this market. About three- 


fourths of the $120 billion which have 
flowed into mortgages between 1945 
and 1957 has been on the security of 
homes, and of the flow from the sav- 
ings institutions, four-fifths has been 
on home mortgages. Savings and loan 
associations, of limited 
almost entirely to home mortgages— 
94 per cent of their mortgage invest- 
ments in the postwar period. For 
savings banks and life insurance com- 
panies, three-fourth and two-thirds 


course, are 
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respectively of their postwar mortgage 
flows have been on the security of 
one to four family properties. It 
should not be overlooked, however, 
that the latter two types of institu- 
tions are the largest sources of funds 
for the relatively small multifamily 
mortgage market, with savings banks 
the leading lender by far; in the non- 
residential mortgage market, however, 
only life companies play a significant 
role. 

An appraisal of the future market 
for mortgages and of the role of thrift 
institutions in that involves 
consideration of many factors, includ- 
ing the flow of savings, capital market 
yields, and monetary policy on the 
economic front, and administrative 
and legislative actions in the housing 
field on the political front. These fac- 


market 


tors are basic to both a short and 
long run outlook. Economic forecast- 
ing is always hazardous; with respect 
to housing and mortgage finance it is 
especially so because this is a field in- 
fluenced by political as well as by 
economic developments and I, at 
least, have not found a way to predict 
what will be forthcoming from Fed- 
eral administrators and legislators. 

One important consequence of Con- 
gressional action, which has already 
exerted a great influence on mortgage 
markets has been the virtual disap- 
pearance of the VA loan. The VA- 
guarantee program has accounted for 
about one-fourth of the entire post- 
war flow of mortgage funds and for 
more than two-fifth of the flow into 
residential mortgages. 

Apart from other changes, if the 
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Federal Government continues its 
policy of maintaining relatively in- 
flexible interest rates on Federally 
insured mortgages, then we may ex- 
pect a continued volatile flow of mort- 
gage funds in the years ahead. The 
record, as I have outlined it here, is 
clear in indicating that the influence 
of monetary policy on real estate mar- 
kets has been intensified by a struc- 


ture of inflexible mortgage interest 
rates. As monetary policy and capital 
market conditions have alternately 


tightened and eased, there has been 
an ebb and flow of VA and FHA 
mortgage funds coinciding with dim- 
inishing and increasing spreads be- 
fixed Federally underwritten 
interest rates and flexible 
bond yields. The flow of conventional 
mortgage funds, on the other hand, 
has fluctuated narrowly as rates have 
been free to adjust to changing 
financial conditions. With an overall 
structure of flexible rates there would 
be little reason to expect that the 
impact of changes in monetary policy 
on mortgage markets would be any 
greater than on other sectors of the 
capital market, though there might 
be more lag in adjusting to change 
the general stickiness of 
mortgage rates. With a structure of 
free rates, volatility in mortgage mar- 
kets will reflect much more conditions 
of demand than of supply. 


tween 
contract 


because of 


It is, of course, true that the flow 
of FHA mortgage funds in the past 
decade has been much less volatile 
than of VA funds, notwithstanding 
almost equally inflexible rates until 
recently. These varying flows have 
reflected important differences how- 
ever, in the quality of these loans in 
the minds of investors and in the de- 
mand for these loans from borrowers. 
My concern is that if the VA program 
for World War 
nated or continues ineffective because 
of sub-market there will be a 
transference of volatility to the FHA 
program, particularly if the latter pro- 


II veterans is termi- 


rates, 


gram is increasingly liberalized as a 
close substitute for the VA program. 
In any event, it is to be hoped that 
Federally underwritten mortgage rates 
will be permitted greater flexibility. 
after all, flexible 
estate mortgages are just as essential 
to the proper functioning of capital 
markets as are flexible yields on cor- 


For, rates on real 


porate securities. Mortgage borrowers 
should be able to compete on the same 
terms as non-mortgage borrowers for 
the nation’s available savings. 

The likelihood of an expanded FHA 
program over the years in the possible 
absence of VA loans raises questions 
with respect to the reaction of thrift 
institutions. Prior to the advent of 
the VA loan program life insurance 
companies placed a large portion of 
their funds in FHA-insured mort- 
gages, and would probably react fa- 
vorably to an expanded and liberal- 
ized program in the future. There 
is every reason to expect that savings 
banks will expand their investments 
in this area, also. Savings and loan 
associations, on the other hand, have 
had an aversion to FHA loans ever 
since the inception of this mortgage 
insurance program 24 years ago. Cur- 
rently out of a total savings and loan 


mortgage portfolio of $40 billion only 
$1.6 billion or 4 per cent are FHA- 
insured. Savings and loans have been 
an important factor in the VA loan 
market holding almost as large a GI 
loan portfolio at the end of 1957 as 
life companies and savings banks. 
An interesting question to ponder, 
therefore, is whether in the years 
ahead the savings and loan industry 
as a whole will break down their 
tradition of hostility to FHA loans or 
maintain traditions and attempt to 
expand their conventional loan busi- 
ness to fill the gap which would be 
left in the event the VA loan pro- 
gram expires as scheduled. Long 
standing traditions take time to break 
down even when original circum- 
stances giving rise to these traditions 


change. My guess is that the savings 


and loan associations will be reluctant 
(Continued page 38, 


column 1) 
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>» Why Economists Disagree on 
the Outlook for Business 





4nd the disagreement is widespread—among the economists and just 


about everyone else, including particularly those in Washington. 


One thing is certain: it’s more of a set-back than most people had any 


idea of as recently as the beginning of the year. Mr. Reierson 


believes it is likely to be somewhat longer and deeper than the two 
previous adjustments, those of 1948-49 and 1953-54. But sometime this 
year, he concludes, it is reasonable to assume that the decline 


in economic activity will come to a halt. 


HE business news since the turn 

of the year has resolved at least 
one of the uncertainties that had pre- 
viously obscured the economic pic- 
ture. Until fairly recently, there was 
some question whether an actual busi- 
ness downturn was in the making or 
whether the sag was merely a pause 
along the road. 

Now, this issue is no longer in 
doubt; it is generally agreed that the 
American economy is in a full-fledged 
recession. 

Regarding the extent and duration 
of the recession, however, and the 
prospects for a renewed upturn, opin- 
ions not only among economists but 
also among businessmen are as di- 
vergent as ever. In fact, rarely have 
component differed so 
widely concerning the outlook. Opin- 
ions range from confidence in immi- 


observers 


nent recovery to concern over the 
possibility of a sustained depression. 
Perhaps this is not altogether surpris- 
ing; during most of the postwar era, 
the economic environment has been 
generally expansive. Only in 1948-49 
and 1953-54 did the economy as a 
whole recede significantly, and in both 
instances the decline was moderate 


By ROY L. REIERSON 


Vice President and Chief Economist, Bankers Trust Company, New York, 
before the New York Chamber of Commerce in March 


and its duration was brief. Neverthe- 
less, since the same economic infor- 
mation is available to all, one must 
ask how it happens that qualified 
economists should differ so radically 
in their interpretation of the present 
and their guesses as to the outlook. 

So far, the progress of this third 
business recession in the post-war era 
closely resembles its two predecessors 
in many respects. Although the onset 
of a recession is always disturbing, it 
is some consolation to realize that the 
pace and extent of the downturn have 
not been perceptibly different from 
these previous moderate adjustment 
periods, and that the pattern of de- 
velopments to date is by no means 
unusual. 

The gross national product—which 
is an estimate of the value of all 
goods and services produced, and thus 
more closely than any other indicator 
measures total economic activity—has 
receded only slightly from its peak 
Now estimated as 


rate of last year. 
running at a $430 billion annual rate, 
it is only about 2% per cent below 
the all-time record rate of $440 bil- 
lion reached in the third quarter of 
1957. The biggest single factor con- 
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tributing to this decline was the shift 
from an inventory buildup to liquida- 
tion in the closing months of 1957, 
and such a shift is altogether typical 
of a recession. Inventory 
liquidation, in turn, was probably 
sparked by the more than ample sup- 
ply of goods of all kinds, abundant 
productive capacity, some moderate 
weakness in aggregate consumer buy- 
ing, and a less optimistic appraisal of 
prospective demands in the period 
ahead. 


business 


In addition to the liquidation of 
inventories, a decline is getting under 
way in another major sector of the 
economy, namely, business outlays on 
new plant and equipment. Through 
the turn of the year, such outlays did 
not decline much, if at all, but the 
presence of excess industrial capacity 
virtually across the board, and the 
many signs pointing to deferments 
and cancellations in business expan- 
sion programs, have clearly affected 
business decisions and the business 
climate. Residential building, on the 
other hand, seems to have bottomed 
out in 1957 and for some months has 
been giving some tentative indications 
of an upturn. Total construction ac- 
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tivity, moreover, is being well sus- 
tained, largely by the persistent up- 
trend in public facilities. Finally, the 
sag in defense orders, which became 
an unsettling factor in the business 
climate after the middle of last year, 
has been halted and reversed. 


Industrial production has dropped 
more than total economic activity, 
and this too is typical; with new 
orders down and inventories being 
liquidated, the business recession is 
affecting manufacturing and mining 
substantially than the service 
industries. Within the manufacturing 
category, the durable goods industries 

and particularly the production of 
primary metals, metal products, ma- 
chinery and transportation equipment 
Most soft 
goods industries except textiles and 
petroleum are holding up fairly well, 
which again conforms to the usual 


more 


have been hardest hit. 


pattern of recession. 


The current downturn has had a 
conspicuous impact upon employment 
and profits. Manufacturing employ- 
ment and the factory work week were 
easing off during much of 1957 and 
have fallen more rapidly in recent 
months. In February, partly because 
of seasonal curtailments in construc- 
tion and trade, unemployment evi- 
dently rose to about 5 million, com- 
pared with an average of less than 
3 million for 1955 through 1957. 
Corporate profits, too, have been ad- 
versely affected, to judge from the 
earnings statements currently _ be- 
coming available. Personal income, 
however, although sagging for some 
months, is still very close to its all- 
time peak. 

Thus, as always when a recession 
takes hold, the economic picture is 
neither one of unmitigated despair 
nor is it wholly reassuring. How long 
the downturn may continue, how long 
the economy may remain at recession 
levels, and how long until an upturn 
takes hold depends in large part upon 
the extent of the maladjustments in 
the economy and upon the reactions 
of consumers and businessmen as well 
as Government to the developments 
already under way. It is because these 
maladjustments cannot be measured 
accurately and because these reactions 
and interactions cannot be forecast 
devices or 


by any techniques now 


available, that analysis of the eco- 
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nomic prospects, even over the very 
near term, is today more than ever 
dependent upon human judgment. 
This presumably accounts for the pre- 
vailing divergence of views regarding 
the outlook. 

A minority opinion is that the eco- 
nomic downturn has been virtually 
completed and that improvement is 
close at hand; if proven correct, this 
would make the 1957-58 recession one 
of the shortest in our history. At the 
other end is another group which 
suggests that business will continue to 
slide off throughout the remainder of 
1958 and that this may culminate in 


>> The Consumer — Consumer 
spending has repeatedly been a source 
of strength in our economy. This was 
the case not only in the early post- 
war period, but again in 1954 and 
1955, when vigorous buying of new 
homes and automobiles sparked the 
recovery and led to a renewed busi- 
ness boom. Proponents of the opti- 
mistic school of thought point to the 
fact that incomes are cushioned by 
unemployment benefits and other so- 
cial programs, that some 4 million 
workers are scheduled to receive auto- 
1958, and 


matic wage increases in 


“The outlook for home-building is likewise controversial; opin- 
ions are divided between those who expect increased availability of 
credit and easier financing to stimulate greater activity and those 
who question whether there will be sufficient demands to take the 
new houses off the market. In 1954, assisted by the greater avail- 
ability of money and widespread liberalization of lending terms, 
housing starts advanced materially despite the slowdown in business, 
and many believe that an improvement in housing may again pro- 
vide support to the economy in 1958. This point of view is encour- 
aged by the expectation of yet easier financing to come, the spurt 
in applications for FHA appraisals, and the prospect of further 
action by government to make more funds available, at liberal 
terms, for the purchase of homes. Others, however, doubt whether 
buyers can be expected to show greatly increased interest in new 
home buying as long as employment and income prospects are 
questionable, especially in view of the large additions that have 
already been made to the housing stock in recent years and the 


rapid growth of mortgage debt.” 


a sustained and serious depression. 
Most forecasters stand between these 
two poles; at present they expect the 
decline to end sometime this year but 
even here there are many shades of 
thinking as to whether the end of the 
decline will be followed by a rapid 
improvement or whether we face a 
long period of lower activity, with 
recovery developing only slowly as 
time moves on. Basically, this broad 
spectrum of forecasts seems to be due 
mainly to differences in evaluating 
the prospects for various key sectors 
in our economy—business inventories, 
business investment outlays, consumer 
demands for automobiles, houses and 
goods in general, and the impact of 
actions by Government. 


that further pay rises are in prospect. 
Consequently, they reason, consumer 
spending should continue strong and 
will provide a powerful incentive to 
recovery as soon as confidence is re- 
stored. 

The more skeptical students of the 
business picture, however, note that 
consumer spending almost always 
holds up well in the early stages of a 
business recession, but that spreading 
layoffs, shorter work weeks and in- 
roads on savings cannot help but put 
a further crimp into consumer buying 
especially of durable goods, which has 
already suffered a sharp decline. 

Since the demand for consumer 
durable goods has an important effect 
upon those industries that have suf- 

















fered the sharpest cutbacks in the 
current recession, their outlook, espe- 
cially for the automobile industry, is 
in the forefront of attention. Pas- 
senger car sales have been in a sink- 
ing spell in the past few months and 
have been running some 30 per cent 
below a year ago. Despite steep re- 
ductions in output, dealers’ stocks are 
at record heights and further produc- 
tion cutbacks are expected. Some ob- 
servers are nevertheless reasonably 
confident that a good seasonal rise 
in sales will develop soon, and that 
the industry may still sell some 5'/ 
million cars this year. One factor 
bolstering their confidence is that 
more and more consumers are now 
making their final payments on auto- 
mobile debt incurred during the ban- 
ner year 1955 and thus will once 
again be ready to enter the market. 

The cautious business ana- 
lysts, however, place greater weight 
upon the current sag in incomes and 
employment, the effects of these de- 
clines upon the willingness of con- 
sumers to increase their debts at this 
time; also, they suggest that the pub- 
lic is not overly enthusiastic over the 
1958 models and in this economic en- 
vironment is sensitive to their higher 
prices. Consequently, they doubt 
whether sales may reach even the 5 


more 


million mark this year, compared 
with 5.8 million in both 1956 and 
1957. 


The outlook for home-building is 
likewise controversial; opinions are 
divided between those who expect 
increased availability of credit and 
easier financing to stimulate greater 
activity and those who question 
whether there will be sufficient de- 
mands to take the new houses off 
the market. In 1954, assisted by the 
greater availability of money and 
widespread liberalization of lending 
terms, housing starts advanced ma- 
terially despite the slowdown in busi- 
ness, and many believe that an im- 
provement in housing may again 
provide support to the economy in 
1958. This point of view is encour- 
aged by the expectation of yet easier 
financing to come, the spurt in appli- 
cations for FHA appraisals, and the 
prospect of further action by govern- 
ment to make more funds avail- 


able, at liberal terms, for the pur- 
Others, however, 


chase of homes. 








doubt whether buyers can be ex- 
pected to show greatly increased in- 
terest in new home buying as long as 
employment and income prospects are 
questionable, especially in view of the 
large additions that have already been 
made to the housing stock in recent 
years and the rapid growth of mort- 
gage debt. 

>> The Business Sector —The case 
for a speedy end to the recession rests 
in large part on the outlook for busi- 
ness inventories. Inventories, in terms 
of physical volume, were not exces- 
sively high even at their 1957 peaks, 
wholesalers and retailers have been 


debatable factors in the business out- 
look today: there is widespread agree- 
ment that such spending is on a de- 
cline. However, some economists hope 
that a turn for the better will come 
before the end of the year, while 
others hold that we have just con- 
cluded a major investment boom and 
that the downtrend in capital ex- 
penditures may last far longer and 
carry further than current surveys of 
spending plans would indicate. The 
optimistic point of view cites the un- 
derlying growth trends in the econ- 
omy, the huge and expanding outlays 
for research and new product devel- 


“While the private sector of the economy is agreed to be in a 
sag, at least for the present, it is equally evident that demands by 
government, both on Federal and on state and local levels, are in 
rising trend. There is no dispute over the strength in public con- 
struction in 1958. State and local construction projects continue to 
expand, the highway program is picking up speed, military con- 
struction will rise sharply, and the Federal Government is planning 
larger public works. The big question seems to be whether, beyond 
these reasonably assured prospects, the Federal Government will 
initiate a sharply increased public works program, and how long, 
even if this is done, it will be before the impact of such a program 
is felt in terms of industrial activity and employment. The skeptics 
point out that since the construction industry as a whole is con- 
tinuing to operate at a high rate of capacity, increased programs 
may merely create backlogs and bottlenecks without significantly 
helping employment and activity in the manufacturing sector of the 
economy, the more so as a great deal of construction machinery 
has been produced in advance of need.” 


following cautious inventory policies 
for over a year, and on the manu- 
facturing level considerable liquida- 
tion has already been achieved in the 
past few months, especially in stocks 
of basic materials; steel users, for 
example, have been living off their 
inventories for quite some time. Con- 
sequently, it is believed that inven- 
tory liquidation in the aggregate can- 
not persist for long, the more so as 
defense orders are rising. The econ- 
omy may thus soon be relieved of the 
pressures of inventory reduction; some 
rebuilding of stocks is anticipated 
within the next few months. 

The direction of business spending 
on new plant and equipment, at least 
over the near term, is one of the less 





opment, and the constant pressure to 
modernize facilities in order to meet 
competition and check rising costs. 
The more somber outlook, on the 
other hand, is bolstered by the sharp 
drop in orders for machinery and new 
industrial building, falling business 
appropriations for new capital proj- 
ects, and increasingly frequent reports 
of stretchouts and cancellations. With 
profits squeezed and capacity likely to 
remain excessive in many major in- 
dustries for some time to come, it is 
stressed, there may be little induce- 
ment to embark on further ambitious 
capital expansion programs for some 
years to come. 

>> The Role of Government—While 
the private sector of the economy is 
agreed to be in a sag, at least for the 
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Which way will the consumer jump? The answer to that question has always been of foremost importarce in 
previous readjustments of economic activity. Mr. Reierson takes the pros and cons in the argument as to what the 
consumer is likely to do and then offers his own conclusion: “I fear there is little immediate prospect of a revival 

of economic activity from the side of the consumer. Outlays on nondurable goods and on services should hold up 
fairly well. This will provide important support to the economy, but it is not likely to spark an upturn in 

business. For the more volatile industries such as automobiles and other durable goods, the outlook is less encouraging. 
These lines usually do well when incomes are advancing; with consumers now well stocked, unemployment up, 
personal income static or sagging, and individual indebtedness high, it is difficult to see an upsurge of spending on 
durable goods in the offing at this time. Similar considerations cast some doubt also upon the prospects for a 

lusty housing year ahead; we may be doing well if the rate of home building in 1958 exceeds that of last year by 
even a small margin. Moreover, | question whether greater public spending or tax reductions would substantially 
affect the outlook for consumer durable goods over the near term.” 


present, it is equally evident that de- 
mands by government, both on Fed- 
eral and on state and local levels, are 
in rising trend. There is no dispute 
over the strength in public construc- 
tion in 1958. State and local con- 
struction projects continue to expand, 
the highway program is picking up 
speed, military construction will rise 
sharply, and the Federal Government 
is planning larger public works. The 
big question seems to be whether, be- 
yond these reasonably assured pros- 
pects, the Federal Government will 
initiate a sharply public 
works program, and how long, even 
if this is done, it will be before the 
impact of such a program is felt in 
terms of industrial activity and em- 
ployment. The skeptics point out that 
since the construction industry as a 
whole is continuing to operate at a 
high rate of capacity, increased pro- 
grams may merely create backlogs and 
bottlenecks without significantly help- 
ing employment and activity in the 
manufacturing sector of the economy, 


increased 


the more so as a great deal of con- 
machinery has pro- 
duced in advance of need. 


struction been 

Of perhaps more immediate interest 
to industry is the prospect of increased 
defense orders and expenditures. Ma- 
jor procurement contracts are on the 
rise, and although present plans of 
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the Defense Department envisage a 
lower level of new orders in the sec- 
ond half of 1958, upward revisions 
are deemed likely. There is no doubt 
that this will be of important help 
especially to industries connected with 
missile development and production. 
The optimists, as already noted, place 
major importance on this prospect; 
they expect rising orders to play a 
major role in improving the inven- 
tory situation as a whole and curbing 
the downtrend in plant and equip- 
ment programs. The pessimistic view 
of the future, on the other hand, is 
inclined to minimize the impetus of 
the modest increase in defense outlays 
now being budgeted, especially since 
the increased military procurement is 
not likely to be of much benefit to 
important industries that are now in 
the doldrums. Nor military 
spending be expected to trigger an 
important rise in business outlays on 
plant and equipment. 


can 


Sharp debate, likewise, surrounds 
the advisability and possible effects of 
a tax reduction. The prospects of tax 
relief have increased measurably in 
recent weeks, and if economic indica- 
tors continue downward, a tax cut 
would seem a reasonable prospect. As 
to the consequences of such action, 
however, opinions are divided. 


Students of the economic scene 


generally agree that a tax cut would 
soon be translated into higher outlays 
for goods and services, but many 
doubt that the money would be spent 
in those sectors of the economy most 
in need of stimulation, namely, the 
durable goods industries or, for that 
matter, home building. It is contended 
that spending on new homes and 
automobiles, except in marginal in- 
stances, is influenced more by current 
and prospective employment and in- 
comes rather than by the relatively 
minor increase resulting from a 
smaller withholding of income tax in 
the weekly pay envelope. In any 
event, any support to the economy 
from this source is unlikely to show 
up until the latter part of the year. 
>> The International Economy— 
Finally, growing attention is being 
paid to foreign economic develop- 
ments and prospects. The investment 
boom seems to be waning in many 
countries abroad as well as in the 
United States, prices of basic raw ma- 
terials have declined in the world 
markets, competition in foreign trade 
is becoming keener and many coun- 
tries are once again troubled by bal- 
ance-of-payments problems. As a re- 
sult, United States exports have 
already slipped, and while net exports 
are not large in relation to our econ- 
omy as a whole, the effect on some 


a 


companies and industries may be 
fairly pronounced. Looking ahead, 
those who take a cautious view of 
the American business outlook em- 
phasize that, unlike 1953-54, United 
States business cannot now expect 
support from active and sustained 
economic expansion abroad, and that 
if world economic conditions become 
more troublesome, as well they may, 
this would add to our problems at 
home. 

>>? A Personal View—At the risk of 
oversimplifying or misrepresenting im- 
portant qualifications and reservations 
of individual economists, the diver- 
gent views on the current business 
situation can be summarized. 

The optimistic school of thought 
foresees steady demands of consumers, 
augmented by increased expenditures 
on defense, clearing up the inventory 
situation in fairly short order. There- 
after, the rising trend of Federal, state 
and local government spending, 
strength in home building, and pos- 
sibly renewed accumulation of busi- 
ness inventories is expected to impart 
a sufficient boost to the economy to 
overcome the effects of reduced out- 
lays on plant and equipment. In fact, 
with demands mitigating 
the problems of excess capacity, busi- 
ness Managements may soon resume 
their long-term expansion programs, 
so that the downtrend in capital 
spending should prove moderate and 
f. In sum, this position holds that 


increased 


brief 
the forces of long-term growth are 
strong even over the near term, that 
the present recession is no more than 
a minor adjustment, and that expan- 
sion will soon be under way once 


more. 

Proponents of a more pessimistic 
view—again disregarding many dif- 
ferences in individual positions and 
emphasis—take a more serious and 
fundamental view of the recession 
now in progress. By and large, they 
interpret it as a basic and perhaps 
unavoidable readjustment after a vig- 
orous and sustained capital invest- 
ment boom during which productive 
capacity has been materially overex- 
panded in many important industries. 
With consumers well supplied with 
homes and goods of all kinds, indi- 
vidual indebtedness upon 
many family budgets, and the em- 
ployment outlook less assured, signifi- 
cant adjustments in costs and prices 


pressing 


and a shift of productive resources 
and labor among industries may be 
required, and considerable time may 
have to elapse, before the economy 
moves uphill. Government spending 
and tax relief, in this appraisal, are 
likely to help moderate the decline 
but cannot be expected to forestall 
the inevitable aftermath of the sus- 
tained overinvestment, overproduc- 
tion, overbuying and overborrowing 
of recent years. As in the optimistic 
camp, of course, there are many 
differing predictions regarding the 
length of the downtrend, the levels 
to which it may carry, and the tim- 
ing of recovery. 

At the moment, there is some evi- 
dence to support both positions. 

I suggest that the current down- 
trend in the economy is likely to be 
somewhat longer and deeper than 
either in 1948-49 or 1953-54. One 
reason is that the current decline in 
business spending on plant and equip- 
ment cannot be expected to end soon. 
Profit margins in a great many indus- 
tries are being squeezed conspicu- 
ously, and the pressures of excess ca- 
pacity, rising production costs, and 
keen price competition presage fur- 
ther depressing profit statements in 
the months ahead. Moreover, even 
with new expansion programs being 
cut back, capacity continues to grow 
substantially as the result of projects 
already in progress. In some instances, 
costs and competition may spur capi- 
tal outlays designed to improve effi- 
ciency, but on balance, it seems likely 
that total plant and equipment ex- 
penditures will continue downward 
through the end of the current year 
and possibly into 1959. Another busi- 
ness investment boom comparable to 
that of 1956-57 is not in sight for 
several years to come. 

Furthermore, I fear there is little 
immediate prospect of a revival of 
economic activity from the side of the 
consumer. Outlays on nondurable 
goods and on services should hold up 
fairly well. This will provide impor- 
tant support to the economy, but it 
is not likely to spark an upturn in 
business. For the more volatile indus- 
tries such as automobiles and other 
durable goods, the outlook is less en- 
couraging. These lines usually do well 
when incomes are advancing; with 
consumers now well stocked, unem- 
ployment up, personal income static 


or sagging, and individual indebted- 
ness high, it is difficult to see an up- 
surge of spending on durable goods 
in the offing at this time. Similar con- 
siderations cast some doubt also upon 
the prospects for a lusty housing year 
ahead; we may be doing well if the 
rate of home building in 1958 ex- 
ceeds that of last year by even a smail 
margin. Moreover, I question whether 
greater public spending or tax reduc- 
tions would substantially affect the 
outlook for consumer durable goods 
over the near term. 

The prospects thus are that down- 
ward pressures on aggregate produc- 
tion and output will predominate in 
the months ahead, including pressures 
from some further liquidation of busi- 
ness inventories; there is no evidence 
as yet of a bottoming out in economic 
activity. When the decline does taper 
off, therefore, it will probably be 
moderately below present levels. How- 
ever, although this point of view is 
clearly at odds with the optimistic an- 
ticipation of speedy recovery, I am 
equally in disagreement with those 
who see in the present recession the 
prelude to deep and protracted de- 
pression. 

The recent expansion period, unlike 
some previous booms, has not been 
accompanied by widespread specula- 
tion in securities, commodities or real 
estate based on short-term credit. Nor 
is there any real prospect of forced 
liquidation of short-term credit on a 
large scale, such as accentuated the 
declines during business recessions 
earlier in our history. The Federal 
Reserve since last November has 
made use of all three major instru- 
ments of credit policy—open market 
operations, the discount rate, and 
changes in reserve requirements—to 
reduce the cost of credit and supply 
funds to the market place, and in- 
terest rates have recently experienced 
the sharpest drop on record. 

Furthermore, our economy now 
features a variety of Government 
programs which help cushion the im- 
pact of unemployment upon personal 
incomes and, hence, upon spending. 
These so-called stabilizers have not 
prevented—nor were they designed to 
prevent—the development of a busi- 
ness downturn, but they may be ex- 
pected to reduce the chances of cumu- 
lative pressures which led to spiralling 


(Continued on page 31, column 1) 
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Recession Explanation: 





EVERAL times since the 1929- 

1930 depression we have been 
faced with business readjustments, 
and each the fear of another 
1930-32 was very great. It is not sur- 
prising that the 1957-58 decline to 
date is again causing concern. If 
there is any question whether this con- 


time 


cern exists, all one has to do is read 
the daily papers and trade press, lis- 
ten to the radio, watch television, and 
the of job 
applicants. 

We are currently 


note increasing number 
in a business re- 
adjustment extent, it has 
been slightly greater than some had 
expected; in other respects it is not 
much different than the one in 1953- 
1948-49. There is 


certainly no comparison to 1930-1931 


To some 


94 and possibly 


or 1937. 

This is not an easy period for the 
economic forecaster, even for those 
who had expected this cyclical read- 
justment. Those who questioned the 
expected downturn are now question- 
ing the expected upturn. Those who 
were projecting the long-term future 
in glowing terms through straight line 
growth because of population and in- 
creased living standards are now be- 
ginning to wonder whether this is the 
answer. If we add up all the uncer- 


tainties, the unfavorable and favor- 
able influences, the current situation 
different the 
periods of readjustments such as 1948- 
19 and 1953-54. 


Having lived through 33 


is no than previous 


years of 
economic analysis and forecasting, I 
sometimes wonder whether the eco- 
nomic analysts should not study psy- 
chology as a basis for economic fore- 
casting. As one who advises hundreds 
of businessmen through our various 
services, consulting work and special 
studies, it is always amazing to me to 
find that it is much easier to encour- 
age the businessman to buy more 
liberally markets have risen 
sharply and to estimate sales more 
liberally when volume has expanded 
markedly and to increase production 
facilities after a sharp advance, than 


after 
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it is to convince him that we are at 
a bottom and that it is much more 
sensible to be more liberal after 
liquidation, whether it is commodity 
prices, securities, sales or production. 
By analyzing the reasons for the 
current downturn in business and its 
probable extent, we should be able 
to come up with some conclusions 
about how long it will last, how far 
it will go, and when and where it 
will first begin to pick up. I'll have 
to give some figures—not too many 
but they’re necessary to give the basis 
for my conclusions. Because I believe 
that are as solidly 
grounded as forecasts can be. 
Complaints about bad business are 
rampant now—among producers and 
distributors, large organizations and 
small ones. There is no denying that 
general business is down markedly 
from the high, and that we are in a 
period of readjustment. As a matter 
of fact, this readjustment was indi- 
cated as long ago as last year by those 


my forecasts 


who were then able to recognize the 
signs. 

However, forecasts by the prophets 
of doom are far more alarming than 
warranted by the actual facts. A lot 
of the important indicators are mak- 
ing excellent showings in relation to 
earlier years, even granting that they 
are showing declines from the highs. 

Ever since the early 1940’s we have 
been scaling the heights, and we've 
become rather accustomed to sailing 
in the clouds. Perhaps that is why 
the current decline seems to assume 
unwarranted proportions. But this is 
a decline from the highest peak of all, 
and perhaps this will help us keep 
the present situation in perspective. 

Since the end of the war, many have 
been expecting a sharp business de- 
cline. Thus, when a _ readjustment 
does come along, too many people 
think—this is it. They expect it to be 
another 1937-38, or even a 1930-32. 
These predictions are based on the 
false premise that history always re- 
peats itself. 

I say it is a false premise because 


those who make the comparison evi- 
dently do not realize how different 
the present situation is from the pre- 
vious periods to which they refer. 

They do not realize that although 
history does not necessarily repeat it- 
self, it does teach us something about 
our mistakes. In my book “No Major 
Depression in Our Lifetime” pub- 
lished originally late in 1953 and 
shortly to have its second edition re- 
leased, I make the point that the 
responsibilities imposed on America 
by virtue of her world leadership will 
force us to avoid a major depression 
now or any time in our lifetime. 

If this sounds overconfident, let me 
give the facts. 

Production is off nearly 10 per cent 
from the 1956 high. 

Unemployment is up to 4.49 mil- 
lion, the highest since 1950. 

Despite this, we do not see such 
symptoms of previous depressions as 
drastic declines in prices, a sharply 
lower securities market, bank failures, 
sharply mounting bankruptcies, etc. 

Before we look at when and at 
what point the decline will end and 
reverse itself, we must determine the 
reasons for it and decide which factors 
may have about run their course. 

I believe the decline from the 1957 
high is a normal readjustment during 
a rising business trend and can be 
attributed to the following: 
>> The over-rapid expansion in pro- 
duction. It resulted in over-produc- 
tion and accumulation of inventory. 
>> The sharp decline in defense 
orders, especially during the second 
and third quarters. 
>> A very tight money situation dur- 
ing the early part of 1957, a continua- 
tion of the trend during the latter 
part of 1956. 
>> A decline in plant and equip- 
ment outlays. 
>> Some weakening of consumer 
confidence resulting from increased 
unemployment, lower weekly take- 
home pay because of the cut in over- 
time, and the wide-spread emphasis 
on depression factors. 





o¢ 


We're Catching Our Breat 








>»? A less favorable balance of trade. 

I believe that the greatest effect of 
these various unfavorable factors has 
been felt, although there is very little 
likelihood of an immediate sharp up- 
turn. I look for a reversal either in 
the next quarter or, at the latest, in 
the third quarter. It will come slowly. 
Let us say, graphically, the reversal 
will be U-shaped rather than V- 
shaped. 

My own interpretation is that the 
present decline was caused mostly by 
inventory readjustment and sharply 
contracted defense orders. There is 
no doubt that the tight money policy, 
with a resultant lagging supply of 
money, has in turn had an effect on 
The trend of inventory 
is ex- 


inventory. 
accumulation or liquidation 
tremely important in a business read- 
justment, as has been very evident 
during the postwar period. We added 
considerable inventory in 1952 and 
1953 with a resultant readjustment in 
1954. We added some inventory in 
1956 and, to a lesser extent in 1957, 
but it was not equal to that in 1952 
and 1953. The need to liquidate in- 
ventories (and I might say part of it 
has been found in areas where we 
didn’t suspect it existed) has certainly 
been responsible for the decline in 
output, employment and payrolls. 

The accumulation of inventories 
was marked in capital goods and 
consumer durable goods. It was less 
significant in non-durable goods. Un- 
fortunately, total inventory figures do 
not provide a perfect basis for analy- 
sis, inasmuch as a good portion of 
the total represents stocks of defense 
materials. It is my belief that by the 
end of this quarter or before the end 
of the second quarter, sufficient cor- 
rection in inventories will have been 
made (especially with sales sustained) 
to encourage an upturn in output. 

[ would expect that the sharply 
declining trend in orders should be- 
gin to reverse itself, but not to the 
extent of other periods of sharp up- 
turns. 

My belief that the present decline 


Yes, catching our breath before continuing onward, says 
this internationally-known economist, “but it doesn’t 

imply that the next 10 years will be a repetition of the past 
in every respect. Our capacity is larger and our costs 

are greater. The fact remains that we have failed to grow 
in the past several years; that our economy has been 
expanding more in dollars than in physical volume; labor 
must take another look at its policy of steadily rising 


wages without a pause for consolidation.” 


Zelomek’s 


conclusions: General business activity should reach a 


low not later than the second quarter . . 


. disposable 


income will average higher for the year . . . inventory 
liquidation should terminate not later than sometime 
in the second quarter . . . the consumer has not been 
frightened and isn’t likely to become frightened. 


By A. W. ZELOMEK 


President and Economist, International Statistical Bureau, Inc., New York, 
before the Purchasing Agents Association of Connecticut, New Haven, in February 


will not extend very much further in 
intensity or duration is based on sev- 
eral major considerations: 

>> The present decline in activity, 
having been initiated by the need to 
curtail excessive inventories, can be 
held to manageable proportions. 
While we have been focusing atten- 
tion on curtailment of output in re- 
cent months, in reality it actually 
started in the early part of 1957. 

»> Defense orders placed in the 
past 90 days have shown a sharp 
upturn. To some extent they match 
in volume the decline recorded in the 
second and third quarters. 

>> State and local spending, which 
has been tending steadily upward (a 
normal development with increased 
needs of a rising population), con- 
tinues to expand. 

2> Easy money has already shown 
its effect in the bond market where 
the advance has been one of the 
greatest in some time and yields have 
already decreased considerably. It has 
also helped the government in its 
refinancing program. This easier 
money trend has also been evident in 
the supply of mortgage money. 

>> Residential volume has shown 
signs of having reached a low. While 


there is little likelihood of an immedi- 
ate sharp sustained upturn, the out- 
look is for an improvement above the 
1957 low level. New residential starts 
of up to 1.1 million for the year are 
not too much to expect. This is still 
less than our needs. 
>> The outlook 
for new construction as a whole. The 
government has already estimated 
that the total will approximate 5 per 
cent more than in 1957. In addition 
to the improvement in residential 
building and an increase in home 
additions and alterations, there are 
also definite indications of an increase 
in public construction, with new high- 
ways providing part of the stimulus. 
In fact, increases are also indicated 
for hospital and institutional building. 
One of the major differences be- 
tween 1958 and 1954 is that there is 
not much likelihood of an upturn 
equal in intensity to that of 1954. The 
second most important difference is 
that I do not see unemployment show- 
ing the same rate of decline by the 
end of the year as it did during the 
latter part of 1954. The reason for 
a lag in the upturn in employment is 
to be found in full employment and 
the tight labor market which has 


is also favorable 
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existed since the beginning of the 
war. While it may be difficult to 
I believe we may have been 
million workers 
since the Natu- 
rally many of these have been in the 
labor force under normal con- 
would not have been there 


prove, 
hoarding about one 
beginning of the war. 


who, 
ditions, 
With margins squeezed and with labor 
costs high and still rising, although 
at a smaller rate of gain, the tendency 
will be to operate more efficiently and 
avoid over-staffing. More important, 
I expect an increase productivity, 
a normal development 
business decline of the proportions of 


the current one. 


following a 


In indicating a moderate upturn, 


[ am not ignoring the prospects of 
a continued lag in plant and equip- 
ment outlays during the rest of the 
year and possibly into early 1959. We 
can hardly be expected to increase our 
plant and equipment outlays as long 
as we are operating at 78 per cent to 
capacity. Even with a 
decline, which I don’t expect will be 
than $4.5 billion, annual rate, 
from the 1957 high to the 1958 low, 
the total will still be very 


Nevertheless, it is still a 


80 per cent of 
more 


large 
negative fac- 
tor in the economic trend 
This lag in plant and equipment 
offset by greater de- 
National 
spending will rise steadily and outlays 
of $40 billion for defense 
in the cards. 
Those 


sion or depression seem to overlook 


outlay will be 


fense spending security 


are certainly 


who are talking about reces- 


a very important economic factor 
that did not exist before the war o1 
period immediately 
Korean Wat That 


is government spending, and 


even during the 
preceding the 
tactor 
particularly spending for defense 

Who would be 
that we will cut back 


foolish enough to 
defense 
spending drastically with the threat 
Who would 
be foolish enough to think we will 


believe 


otf Communism facing us? 


iwain allow ourselves to be caught 
were at the out- 
Korean War? Who 


us would be foolish enough to 


unprepared as we 
break of the 
among 
think America would not try to catch 
up and exceed the Russian scientific 
developments of recent months? 
Defense spending is not the only 
item im government spending. Gov- 
ernment spending has become and 


will continue to be an important tool 
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in the support of the national eco- 
nomy. 

There remains the most important 
spender—the consumer. Most of the 
answer to this year’s recovery is the 
consumer. The importance of con- 
spending to national 
spending can easily be realized when 
it is noted that of a gross national 


sumer gross 


spending total of $433.9 billion 
in 1957, consumer expenditures 
amounted to $280.4 billion. Con- 


sumer spending, therefore represented 
67 per cent of the total. 

Consumer spending is influenced by 
unemployment, savings, debt 
Let’s take up some 


income, 
and psychology 
of these items. 
Income—Disposable income (per- 
sonal income after taxes) will average 
nominally greater this year than in 
1957. If there is a personal tax cut 
as seems likely, the consumer’s posi- 
tion will be that much better—and a 
tax cut cannot be ruled out at the 
present time. 
Total unemployment 


There 


a slowing down in the rate 


Em ployment 
now is at 4% or 5 million. 
has been 
of increase and, in fact, some re-em- 
ployment may develop while unem- 
Employment will 


w hile 


ployment still gains. 
tend higher later in the year, 
unemployment will decrease. 

Consumer cash and hold- 
bonds at the end of 1957 
or about 


Savings 
ings of “E” 
approximated $234 billion, 


$9 billion more than a year ago. On 
the other hand, the increase in short- 
term debt in 1958 amounted to less 
than $3 billion. 

Psychology—At no time since the 
downturn began has the public’s psy- 
chological reaction been one of fear. 
Sales in December and January 
proved to be more favorable than 
was expected earlier. The decline in 
October-November which caused a 
great deal of concern must be partly 
explained by other than economic 
the flu epidemic, Sputnik, 
weather, etc. 


reasons 
the President’s illness, 

While consumer spending may lack 
aggressiveness, it should compare fa- 
vorably with last year’s record volume. 
I do not agree that consumer spend- 
ing is going to go way down. How 
often have I heard in recent weeks 
that the public does not have to buy. 
The public can wait. Time and again 
it is emphasized that the consumer 


is well stocked with automobiles, 
washing machines, stoves, refrigera- 
tors, television sets; that its wardrobe 


is well stocked with apparel. Time 
and again I hear that the consumer 
will wait with all except absolutely 
necessary purchases until the eco- 
nomic atmosphere clears and there is 
greater assurance that he will not be 
drawn into the ranks of the unem- 
ployed. 

These cautions are absolutely un- 
realistic. 
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The American consumer is not go- 
ing to sit around waiting for a depres- 
sion. Those who think he is are ignor- 
ing the rising trend of population, the 
higher standard of living and the 
needs and desires of the American 
public. They are under-estimating the 
changing economic forces of recent 
vears. 

The current tendency has been to 
look to the past for some guidance. 
One of the factors that has always 
been looked to has been what hap- 
pened after each major war. One 
cannot ignore history, but it would 
be shortsighted and unrealistic to ig- 
nore the fact that the world of 1958 
is quite different than 10 years after 
World War I, the Civil War or the 
Spanish-American War. Thus, while 
one should be cognizant of the past, 
one must consider the differences that 
exist currently. 

This does not spell out a depres- 
sion. We are literally catching our 
breath before continuing onward, but 
it doesn’t imply that the next 10 years 
will be a repetition of the past in 
every respect. Our capacity is larger 
and our costs are greater. The fact 
remains that we have failed to grow 
in the past several years; that our 
economy has been expanding more in 
dollars than in physical volume; labor 
must take another look at its policy of 
steadily rising wages without a pause 
for consolidation. 

This is an unusual type of read- 
justment. The wholesale and retail 
price indexes have hardly shown a 
ripple. This explains Washington’s 
concern about the forthcoming in- 
flation while we are still in a defla- 
tionary trend. 


In the meantime, the Government 


is concerned about the present rise in 


unemployment and how to rectify the 
situation. This is an important elec- 
tion year. Government assistance 
through tax reductions, monetary 
manipulation and spending for de- 
fense and public works will be an im- 
portant instrument in support of the 
economy. 

Summarizing my conclusions: 
>> General business activity, based 
on gross national product and total 
production, should reach a low not 
later than the second quarter, but 
more likely toward the end of the first 
quarter. The upturn will be slow and, 
in fact, the gain in employment may 
lag as compared with the upturn in 
output and gross national product. 
>> Disposable income will average 
higher for the year despite the in- 
creased unemployment and the lower 
take-home pay. Transfer payments 
will act as a support to personal in- 
come. 
>> Inventory liquidation, a key item 
in the present decline, should termin- 
ate not later than some time in the 
second However, inventory 
accumulation will lag, especially in 
view of the relative stability in prices. 

While average wholesale prices will 
be fractionally higher for the year, 
individual items may rather 
wide fluctuations. In general, the 
1957-58 decline will be characterized 
by remarkable price stability. 
>> The consumer has 
frightened and it is not likely that 
he will become frightened. He will 
continue to be a bulwark of an essen- 
tially healthy economic situation. 


quarter. 


show 


not been 


>> The Government will give sup- 
port through various means, especially 
in view of the fact that 1958 is an 
important election year. 








You can consider Mortgage Loans to 
persons thousands of miles distant... 
persons whom you may never see. 

Yet, you can have full knowlege of them. 


RETAIL CREDIT COMPANY 

and RETAILERS COMMERCIAL AGENCY 
HOME OFFICES: ATLANTA, GEORGIA 
can acquaint you quickly 

with FACTS concerning ANYONE, ANYWHERE 








>> The American businessman will 
act as he always has during a period 
of marked competition. He will re- 
sort to creating something new, some- 
thing different, at excellent values. 
As in the past several years, it will be 
a question of selling rather than pro- 
ducing. 
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Title Insurance 
Service 


New Jersey 


Pennsylvania 


Delaware 


Maryland 


Virginia 
y, 


Tennessee 


Louisiana 


10 OFFICES TO SERVE YOU 
* 
HEADQUARTERS 
BRYN MAWR *% PENNSYLVANIA 
Gordon M. Burlingame, President 


Telephone—LAwrence 5-9600 





THE MORTGAGE BANKER + Apri/ 1958 25 



































Servicing Cl 


Detroit, Michigan, was the scene, 
March 6 and 7, of the second of this 
year’s special MBA Mortgage Servic- 
Built 


“Participate and Profit” as 


ing Clinics around the same 


theme of 
its predecessor meeting in Baltimore 
exactly one month earlier, the Detroit 
over 300 registrants from 


clinic drew 


some 27 states, the District of Co- 
lumbia and Canada 

As in Baltimore, the meeting was 
highlighted by a maximum of audi- 
ence participation; all seminar ses- 
sions were excellently attended and 


the opening morning panel of three 


investors, three correspondents and 


three government representatives re- 


ceived enthusiastic audience support. 
Most 


popular among the seminars 


SEEN IN DETROIT: In first photo, the opening morning panel 
That’s Howard E. Meyer, man- 
ager of servicing, New York Life Insurance Company, at the 
microphone. He and Tom McDonald, vice president, T. J. Bettes 
Co., Houston, served as panel co-moderators. Then, directly be- 
low, an over-all view of the special Clinic luncheon at which 
MBA Vice President Walter C. Nelson was the featured speaker. 


on current servicing problems. 
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inic in Detroit 
cclaimed a Success... 


were those dealing with foreclosures 
and delinquencies; and, in drawing 
the heaviest attendance, they dupli- 
cated the precedent set in Baltimore. 
roundtable 
customer relations and on office man- 
each of which were added 
to the Clinic program this year for 


IT'wo other seminars—on 


agement 


the first time, also proved particularly 
popular 

Featured at the first day’s luncheon 
was a speech by MBA Vice President 
Walter C. Nelson, president, Eber- 
hardt Minneapolis. Mr. 
Nelson’s own earlier servicing back- 


Company, 


ground provides him with a particu- 
lar advantage in recognizing the im- 
portance of servicing to the over-all 
operations of any mortgage firm. And, 


in his speech, he emphasized that 
through the servicing phase of the 
business it is possible to attain the 
highest level in a mortgage company’s 
operation. 

The office visitation field trips were 
well attended. Each of the host firms 

Citizens Mortgage Corporation and 
First Federal Savings and Loan Asso- 
ciation of Detroit provided con- 
ducted tours of their premises, includ- 
ing with each tour a kit of forms used 
and a full description of the use and 
application of the various equipment 
in their operation. Refreshments were 
served; and at First Federal a variety 
of door prizes were presented to those 
holding the lucky pre-punched Rem- 
ington Rand tab cards. 


His topic: “Mortgage Servicing—A Progress Report.” Top photo, 
second column, shows the speakers’ table at the luncheon. W. W. 
Dwire, vice president, Citizens Mortgage Corporation, in Detroit, 
and general chairman of the Clinic, is speaking. Last photo shows, 
in actual operation, a round table seminar on delinquencies. Ollie 
E. Rollings, Jr., manager, servicing department, Liberty National 
Life Insurance Company, Birmingham, is the discussion leader. 

















President’s Page 


END OF DISCOUNT CONTROLS CREATES A NEW RESPONSIBILITY FOR US 


N all the time that I have been inter- 
ested in the affairs of the mortgage in- 
dustry, I have never seen such swift action 
on housing legislation as the Congress has 
just taken in passing the new Housing Act. 
Within a matter of days this bill was con- 
sidered by both the House and the Senate; 
and, with a debate that was relatively in- 
significant except in one aspect, it was sent 
to the President for signature. The one 
item of debate that was 
significant is what I would 
like to discuss in this letter. 
This subject has already 
been mentioned by MBA’s 
General Counsel in his 
letter to Members dated 
March 20th. In this letter 
Mr. Neel pointed out that 
the elimination of discount 
controls which the Bill contains was some- 
thing toward which MBA officials, and 
representatives, and all members had 
worked for months. He also pointed out 
that the elimination of controls left a great 
responsibility in the hands of each MBA 
member. 


To illustrate the point, Mr. Neel for- 
warded for the attention of each member 
an extract from the Congressional Record 
containing a portion of the debate on the 
floor of the Senate. In this debate various 
senators pointed out that Congress would 
be on the lookout for any abuse of the 
provisions eliminating discount controls. 





John C. Hall 


Let me refresh your recollection with 
one specific statement of Senator Hum- 
phrey: 

“It should be understood by the lenders and 
other financial institutions that by the passage 


of the bill they are, in a sense, put on their 
honor and their good behavior. If they exercise 
the prerogatives they seem to think they have, 
of discounting to the point where it has a sub- 
stantial effect on the interest rate, they will have 
to face another legislative battle in Congress.” 


Those of us who make our living from 
this business know what a useful purpose 
the ability to warehouse loans at reasonable 
discounts or to secure take-out commit- 
ments at such discounts provide. We also 
know that there are many other arrange- 
ments where the collection of reasonable 
discounts is the only means of providing 
the flexibility that our industry needs in 
order to make any loans at all. Because 
this ability is so useful we must at all costs 
preserve our newly acquired freedom. Thus 
we do need to be most cautious. 


But we do not only need to exercise 
caution on our own behalf; we also need 
to persuade builders with whom we do 
business that their interests are not well 
served at this time by asking us to secure 
for them any warehousing or other kind 
of an arrangement which on the surface 
might involve the delivery of loans at heavy 
discounts. The almost inevitable result of 
public knowledge of such arrangements is 
going to be that the story will be used by 
members of Congress who are so inclined 
as examples of why discount controls should 
be reimposed. 


/% 4 


PRESIDENT 
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MBA Meeting, Southern Style 


[his year, according to plan, the 
MBA program called for 
city where no Association meeting had 
been scheduled in recent years—Nash- 
ville, for our 1958 Southern Mortgage 


Conference 650 at- 


a stop in a 


Approximately 


tended making it one of the largest 


MBA regional meetings in the past 
several years. Main topic of interest 
was—as it has been at other meetings 


this vear the changed business cli- 
which lenders find themselves 
relief from that 


last fall The 


spec ts ol 


mate in 
today a welcome 
experienced as late as 
program covered all the 


these new conditions in mortgage or- 


igination and investment: and one 
particularly interesting observation 
was that of B. Frank Patton, vice 


president of the Guaranty Trust Com- 


pany, New York, on the potentialities 
of selling mortgages to pension trusts 


In mv opinion.” he said. “one of 


>> THEY WERE THERE: 


them, 


Among first 
photo below, were (seated) B. B. Bass, American Mortgage and 
Investment Co., Oklahoma City; Dr. James W. Henley, Nashville, 
who gave the invocation; the Hon. Ben West, mayor of Nashville; 
und (standing) MBA Clinic chairman Carey Winston, Washing- 
ton, D.C, and Herschel Greer, chairman of the Conference, and 
president, Guaranty Mortgage Company, Nashville. 
a happy sextet composed of Mr. and Mrs. H. C. Bailey, 
Bailey Mortgage Company, Jackson, Miss.; Mrs. R. D. Gooch, 
Memphis; Miller Kimbrough, Kimbrough-Phillips Co., Nashville; 


the very important reasons why mort- 
more eX- 
that 


sellers of 


gages have not been used 


trustees 1s 
the 


tensively by pension 


the mortgage bankers, 
mortgages, have only the vaguest con- 
ception of the legal and operating 
problems with which trustees are con- 
fronted in buying mortgages and have 
not seriously attempted to merchan- 
their as the security 


dise product, 


dealers for generations have success- 


fully merchandised theirs. 
“Before Guaranty embarked upon 
a program of acquiring mortgages fo1 


pension accounts, we spent about 2% 


or 3 years of rather intensive study, 


first in an effort to educate ourselves 


as best we could on the problems and 
expenses which would be involved in 
the acquisition and retention of mort- 


and second in an effort to 


vaves, 
develop mechanisms which would en- 


able us safely. efficiently and eco- 


speakers, R. 
brough. 


morning 


nessee. 
And below 


opening session. 


nomically to make our selections, in- 
spections, provide proper servicing and 
in general do or have done all of 
those things which are essential in the 
operation of a mortgage investment 
program. 

“Since we do not have a large 
mortgage department, the first prob- 
lem how we would go about 
selecting the areas in which we would 


Another 


was 


want to acquire mortgages. 
manpower and expense in- 
volved in the inspection of properties. 
Still another was the processing of 
the various papers, legal and other- 
wise, which have to do with the mort- 
gages and satisfying ourselves that we 
had an enforceable obligation free of 
prior claims with respect to the prop- 
itself and also as to the govern- 
Cou- 


was the 


erty 


ment guarantee or insurance. 
pled with all of this was, of course, 


the matters relating to servicing.” 


D. Gooch, Metropolitan Life Ins. Co., Memphis; Mrs. Kim- 
In top photo, second column, the Hon. Howard Pyle, 
assistant to the President, Washington, D.C.; with the Hon. Frank 
Clement, Governor of Tennessee. Mr. Pyle was a Conference 
speaker; Gov. Clement welcomed Conference registrants to Ten- 
And below, that’s Mr. Greer again (third from right) 
with Herbert N. Jordan, Folk-Jordan Company, Nashville; Frank 
J. McCabe, Jr.. MBA executive vice president; and, at far right, 
the Hon. Albert Gore, Senator from Tennessee, who spoke at the 
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At MBA’s Southern Mortgage Conference 


ALSO THERE: First photo above, Tuesday morning 
speakers, (seated) John A. Hand, president, The First 
National Bank of Birmingham, Alabama: Homer B. 


Gibbs, The National Life and Accident Ins. Co., Nash- 
ville; (standing) James W. Rouse, James W. Rouse & 
Company, Inc., Baltimore; FNMA President J. Stanley 
Baughman; B. Frank Patton, Guaranty Trust Company 
of New York. Top photo, second column above, J. Ed 
Turner, Hattiesburg, Miss.: Geo. S. Parrish, Life and 
Casualty Ins. Co., Nashville; M. E. Hurlbut, M. E. Hurl- 
but Inv. Corp., Shreveport, La.; Wm. M. Fairley, Hat- 
tiesburg; H. C. Bailey, Jackson, Miss. Lower photo bank, 
first, G. R. Norfleet, VA, Nashville; Raymond L. Davis, 
Jr.. Murphree Mortgage Co., Nashville; R. G. Holladay, 
Marx & Bensdorf, Inc., Memphis; Russell H. Perry, Re- 
public Insurance Co., New York. Below them, attending 





the Southern brunch at Belle Meade Mansion: Mrs. John 
C. Hall, Jr., Birmingham; Mrs. Homer B. Gibbs, Nash- 
ville: Mrs. Carey Winston, .Washington, D.C.; Mrs. 
Herschel Greer, Nashville. The jovial group in top 
photo, second column below, consists of Mr. and Mrs. 
Edgar W. Pfeiffer, Tri-State Mortgage Co., Pensacola, 
Fla.: Mr. and Mrs. Richard H. Kimbrough, Kimbrough 
Investment Co., Jackson, Miss.; Mr. and Mrs. William 
H. Sanderson, State Home Loan Corp., Louisville, Ky. 
Final photo, group at YMAC breakfast meeting: Carey 
Whitehead and L. V. Sharp, Allied Investment Co., 
Memphis; Geo. C. Dickerson, Stockton, Whatley, Davin 
& Co., Jacksonville, Fla.; John H. Tipton, Jr., National 
Life and Accident Ins. Co., Nashville, chairman of the 
event: John C. Hall, Jr., Cobbs, Allen & Hall Mortgage 
Co., Birmingham. 
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Southwestern Mortgage Clinic Will 
Meet in San Diego, May 8 and 9 


Final call” on MBA’s 
spring circuit of regional meetings 
will be San Diego, when the South- 
western Mortgage Clinic is held there 
May 8 and 9 at the Del Coronado 
Hotel. Malin Burnham, vice presi- 
dent, John Burham & Co., San Diego, 
as general chairman for this meeting, 


“port of 


will preside ovel all sessions. 
Featured on the first morning’s 


program will be a panel discussion 
devoted to the topic of “Money Avail- 
ability as Viewed by Commercial 
Bankers.” Jesse W. Tapp, chairman 
of the board, Bank of America, Los 
Angeles, will introduce panel mem- 
bers and summarize the discussion. 
Participants and their individual areas 
of discussion will be: 

Anderson Borthwick, president, 
First National Bank of San 
“The Commercial Banker Looks at 
the Mortgage Business”; George 
Champion, president, The Chase 
Manhattan Bank, New York City, 
“The Demands of Industry for Money 
in 1958”; Kenneth V. Zwiener, presi- 
dent, Harris Trust and Savings Bank, 
Chicago, “Money and Its Price.” 

MBA President, John C. Hall, pres- 
ident, Cobbs, Allen & Hall Mortgage 
Birmingham, will 


Diego, 


Company, Inc., 
“Prospective Developments 
Market.” 


speak on 
in the Mortgage 





Jesse W. Tapp Kenneth Zwiener 





Roger C. Olson Silas O. Payne 


30 THE MORTGAGE BANKER + Apri! 1958 


Other first morning speakers will 
include Carey Winston, president, The 
Carey Winston Company, Washing- 
ton, D. C., who will deliver a welcome 
to the Clinic; Roger C. Olson, presi- 
dent, California MBA;; vice president, 
East Bay Mortgage Service, Inc., Oak- 
land, who will give the welcome to 
California; and Robert L. Black, pres- 
ident, San Diego MBA, vice president 
and treasurer, Palomar Mortgage 
Company, San Diego, who will wel- 
come registrants to San Diego. 

At the noon luncheon for all men 
registrants, on ‘Thursday, May 8, 
MBA general counsel Samuel E. Neel 
of Washington, D. C. will speak on 
“The Federal Government’s Role in 
Our Mortgage Banking Future.” 
There will also be a special luncheon 
for ladies at the poolside of the Del 
Coronado Hotel. A special swimming 
and diving exhibition will be featured. 


Thursday afternoon will be de- 
voted to round-table discussion meet- 
ings, commencing at 2:00 p.m. and 
being repeated again at 3:00 p.m. to 
enable all registrants to attend at least 
The individ- 


co-moderators of 


two different meetings. 
ual sessions and 


each are: 
“The 
Key Personnel” 


executive vice 


Development and Care of 
John W. Blundell, 
Western 


president, 





George Champion Anderson Borthwick 


J 


Lowell Duggan 





John J. Lyman 








American Mortgage Company, Phoe- 
nix; C. A. Bacon, vice president, 
Mortgage Investments Co., Denver. 

“Current Trends in Financing 
Shopping Centers”—Clem C. Glass, 
vice president, W. Ross Campbell 
Co., Los Angeles; Stephen G. Cohn, 
president, Greenebaum Mortgage 
Company, Chicago. 

“Methods of Procuring New Mort- 
gage Business—Lowell H. Duggan, 
president, Duggan Investment Com- 
pany, Alameda; John J. Lyman, vice 
president, Dwyer-Curlett & Co., Los 
Angeles. 

“Analysis of Apartment Lending” 

Charles B. Shattuck, president, The 
Shattuck Company, Los Angeles; Si- 
las O. Payne, vice president, Marble 
Mortgage Company, San Francisco. 





That evening, at 6:30 p.m., a re- 
ception will be given in the Circus 
Room of the hotel. Host for the occa- 
sion will be the San Diego Mortgage 
Bankers Association. Dancing is sched- 
uled for after dinner. 

Lead-off speaker for the Clinic’s 
third regular session, Friday morning, 
May 9, will be Dr. George Cline 
Smith, economist, F. W. Dodge Cor- 
poration, New York City. His ad- 
will deal with “Housing and 
’ 


dress 
Credit Prospects.’ 

Reginald B. Miner, vice president, 
John Hancock Mutual Life Insur- 
ance Company, Boston, will speak on 
“What the Investor Expects of His 
Correspondent.” 

Arthur L. Lynds, president, Hobart 


John C. Hall Malin Burnham 





Samuel Neel 


Geo. Cline Smith 








Homes, Inc., Chula Vista, California, 
will moderate a panel discussion on 
“What the Builder Expects of a Mort- 
gage Banker.” Among the partici- 
pants will be Walter Bollenbacher, 
Bollenbacher & Kelton, Inc., of San 
Diego. Two other panelists are yet to 
be selected. 

Preceding that morning’s regular 
business session, the Young Men’s Ac- 
tivities Committee of MBA will spon- 
sor a YMAC Breakfast and Discussion 
Meeting at 8:00 a.m. in the hotel’s 
Coronet Room. Franklin D. Rich- 
ards, Jr., vice president, Franklin D. 


WHY ECONOMISTS DISAGREE 
(Continued from page 21) 
previous occasions. 
evidence 


declines on some 
Finally, there is undeniable 
of support in the current strength of 
total construction activity as well 

in the defense program, which also 
argues against the probability of a 
sustained drop. 

Obviously, there is always some risk 
of a downturn carrying further than 
can reasonably be anticipated at any 
given moment; there is no reliable 
way to gauge the course of inventory 
liquidation, the market for homes and 
passenger cars, the effects of Govern- 
ment action, or the many contradic- 
tory influences acting upon business 
investment programs. Nor would it 
be a service to deny that the economy 
today seems more vulnerable to the 
forces of contraction than was the 
case in the previous two postwar re- 
cessions, when many deferred de- 
mands were still waiting to be filled. 
Nevertheless, the odds are against a 
spiralling decline to depression levels. 

Weighing the probabilities, there- 
fore, it seems reasonable to assume 
that the decline in economic activity 
will come to a halt sometime this 
year, although perhaps not in the 
months immediately ahead. As to the 
next question—when business will re- 
sume its advance—I doubt whether 
speculations are of much value until 
the current decline has given clear- 
cut evidence of bottoming out. When 
there is evidence that the economy 
is approaching the end of the down- 
trend, an appraisal of the recupera- 
tive forces then in prospect is likely 
to be more informed, more meaning- 
ful, and perhaps more enlightening 
than the sheer guesswork that any 
such attempt would now represent. 





Richards & Co., Salt Lake City, is 
chairman of the event. 

In the afternoon, for those wishing, 
there will be golf at the Coronado 
Municipal Golf Course. Also sched- 
uled is a special tour of San Diego 
Bay by chartered sightseeing boat. 
This tour will include an inspection 
of the tremendous U. S. Naval instal- 
lations, the newly enlarged port facil- 
ities, private marinas and residential 
developments. 

Evening plans call for a visit to the 
Jai Alai games in Tijuana, Mexico, 
for which special buses will leave di- 
rectly from the hotel. 

San Diego members 
chairmen and working with the dif- 
committees in charge of ar- 
the Clinic include: 

Arrangements and Program Com- 
mittee: chairman, Malin Burnham, 
John Burnham & Co.; members, 
Ewart W. Goodwin, Percy H. Good- 
win Company; Henry Rasmussen, Jr., 
John Burnham & Co. 

Attendance Committee: chairman, 
Jack Barnett, McMillan Mortgage 
Co.; members, Richard Randolph, W. 
H. Fraser Mortgage Company; Ed- 
ward Hastings, Land Title Insurance 
Company; Wendell A. Stubbs, Se- 
curity-First National Bank; Robert 
Cobb, T. J. Bettes Company. 

Publicity Committee: chairman, 
Richard Cromwell, Union Title In- 
surance and Trust Company; mem- 


serving as 


ferent 


rangements for 


bers, Charles R. Berdel, Allen Mort- 
gage Co.; James L. Buck, Jr., 
Southern California Mortgage & Loan 
Corp. 

Entertainment Committee: chair- 
man, Robert L. Black, Palomar Mort- 
gage Company; members, Edwin 
Bingham, First National Bank of San 
Diego; Donn Maurer, Security Title 
Insurance Company; Howard Riffey, 
Bank of America. 


Transportation Committee: chair- 
man, John Starkey, Southern Mort- 
gage Company; members, George 


Coleman, Curtis Coleman Company; 
John Butler, Union Title Insurance 
and Trust Company. 


>> MORE RENTAL: Rental hous- 
ing construction will increase about 
10 per cent to 165,000 this year, House 
& Home predicts. The forecast covers 
both two-family and multi-family 
buildings—which together were 15 
per cent of all 1957 housing starts vs. 
10 per cent in 1956. Private two- 
family starts were up 5.8 per cent to 
32,700 in 1957; multi-family were up 
43.4 per cent to 118,000. 

Except for a brief flurry of 608 
construction, rental housing has been 
in the doldrums for generation— 
victim successively of the depression, 
war, rent control and the FHA wind- 
fall scandals, the magazine points out. 
In 1927, rental housing accounted for 
44 per cent of all starts. 





growing Mississippi. 


inquiry. 


516 E. Capitol St. 





Investors 
Diversify in Mississippi 


Offering Institutional lenders diversified investments in 
32 years experience in serving 
FHA-GI and conventional loans. Mississippi's oldest and 
largest state-wide mortgage company. We invite your 


REID-M*GEE & CO. 


JACKSON, MISSISSIPPI 


Phone 5-7451 
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California MBA 


but already it has become one of the 


[! WAS only the third annual Con- 
| vention for the 
big mortgage meetings of the year and 
a close runner-up to the annual Texas 
MBA among local and state annual 
programs. Scene was Palm Springs 
and more than 400 attended the event 
with a meeting theme of “California, 
the Golden State for Mortgage 
Loans.” Growing pains, with the at- 
tendant and urgent need for more and 
more capital, have been chronic in 
California. This year, with the better 
supply of mortgage funds in evidence, 
the California meeting was charac- 
terized by a happier feeling among 
lenders than had been true on the 
two previous occasions 

R. Manning Brown, Jr., vice presi- 
dent in charge of real estate and mort- 
rage loans for New York Life Insur- 
ince Company, told the Californians 
that the future for them seemed to he 
i bright one 

“With all its many features which 
have attracted new people for over 
100 years, I would certainly say that 
California can expect a full share and 
more of these expanding opportuni- 
ties. There will be good times and 
had times, but by and large, they will 
be good Some will benefit to a 
greater extent than others. Some parts 
of California will benefit to a greate1 
extent than others. Some of you will 
be better prepared to take advantage 
of the opportunities that will be pre- 
sented than will others. This is an 
excellent time to take inventory. Take 
advantage of your first opportunity to 
take stock of and re-appraise your 
own operation. I strongly urge, if you 
have not already done so, that you 
learn all phases of the mortgage busi- 
ness. It is not enough to be in the 
insured and guaranteed field alone 
You should have the know-how to 
take care of all mortgage needs of 
vour client. Commercial loans and 
conventional residential loans are 
being made. If you don’t make them, 
someone else will. Watch vour serv- 
icing and your delinquency. You can 
be sure your principal does. And 
watch your financial structure. It is 
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reassuring to us investors to see you 
keep some of your earnings in the 
business. Your net worth is the cush- 
ion that protects the investor from 
servic ing directly He likes to see that 
cushion grow as your servicing grows. 
It has been gratifying to see the im- 
provement in the quality of the fi- 
nancial information the mortgage 
banker is providing.” 

Directing California MBA members’ 
attention to the broader, nation-wide 
picture, Mr. Brown said: 

“When everything is booming, peo- 
ple are willing to take more risks to 
When friends 


obtain what they desire 


Convention Time for California MBA 





























and relatives are being laid off, most 
individuals are inclined to take a more 
cautious approach to major financial 
moves, even though they themselves 
have not been directly affected. As a 
result, we have two factors working 
against housing demand. We have a 
decrease in the number of people who 
can afford a new home, and we also 
have a decline in the number of peo- 
ple who are willing to make the in- 
vestment required, even though they 
may be capable of doing so. 

‘The psychological aspect of to- 
day’s economy has important impli- 


cations in the whole situation. The 





LUAU GUESTS: Photo above, Roger C. Olson, president, ag MBA; Walter C. 


Nelson, MBA vice president; Gordon Stimson, 





diate past id California 


MBA. Below them, George and Pat Botta of Northwestern Mutual Life Ins. Co., San 
Francisco. Top photo, second column, that’s Robert Murphy, California-~Western States 
Life Ins. Co., awarding golf trophy to winner Jim Phelps, Northwestern Mutual Life Ins. 
Co. And, in final photo, tax panel moderator Linden Stark explains a point of California 
real property law to John J. Lyman, the evening before their appearance on the panel. 








jemand side of the housing equation 
uppears to be the controlling factor 
n this important segment of the econ- 
omy. I am speaking of a general, na- 
tionwide picture, and I recognize the 
existence of happy exceptions, where 
the boom continues and the number 
of new housing starts is breaking all 
records. It is important that you be 
objective in analyzing the situation in 
your own community. 

“The longer view that I take is ex- 


tremely optimistic. Although we will 


have our ups and downs, basically we 


live in a healthy and prosperous coun- 
try, a growing country. Our economy 
is dynamic and its horizons unlimited. 
Our population is increasing, our peo- 
ple are strongly inclined to home own- 
ership.” 

Roger C. Olson, vice president, East 
Bay Mortgage Service. Oakland. was 
elected president, together with R. C. 


Larson, C. A. Larson Investment 


hid LEAVE 


MOEN 5 Tae] 


paca 1 wos uw aha Ae: 


PANEL DISCUSSION GROUP on “California Real Property Taxation Problems.” Left 


to right: Bradford Trenham, past president, California Taxpayers Assn.; 


Samuel Leask, Jr., 


Los Angeles City Administrative Officer; H. Harold Leavey, chairman; Linden Stark, 
panel moderator; John J. Lyman, vice president, Dwyer-Curlett & Co.; Robert E. Mc- 
David, member, California State Board of Equalization; James M. Udall, immediate past 


president, California Real Estate Association. 


dent, Silas O. Payne, Marble Mort- 
gage Company, San Francisco, secre- 
tary, and Malin Burnham, john 
Burnham & Company, San Diego, 
treasurer. The three new directors for 
three-year terms were D. Clair Suther- 


land, vice president, Bank of America, 
San Francisco; Frank Ely, vice presi- 
dent, Western Mortgage Corporation, 
Los Angeles; and C. W. Courtney, 
president, General Mortgage Com- 


Company, Beverly Hills, vice presi- 
; I 


JOVIAL QUINTET: In photo above, first, an unidentified, 
though very handsome couple; then Hal G. Whittle, H. F. Whit- 
tle Investment Co.; Mrs. Roger C. Olson, Oakland; C. C. De- 
Witt, Jr., East Bay Mortgage Service, Inc., Oakland. Below them, 
Mrs. Walter C. Nelson, Minneapolis; Mrs. Frank J. McCabe, Jr., 
Chicago; Walter C. Nelson, Eberhardt Company, Minneapolis; 
and other guests enjoying the Hawaiian luau. Top photo, second 


pany, Bakersfield. 


column, shows other smiling luau guests: Frank J. McCabe, Jr., 
MBA executive vice president; Lewis O. Kerwood, MBA director 
of education; Mr. and Mrs. Gordon Stimson, Wallace Moir Com- 
pany, Beverly Hills. And finally, another festive luau group with 
Mr. and Mrs. Richard Randolph, W. H. Fraser Mortgage Com- 
pany, San Diego, on the far left; and on the far right, Mr. and 
Mrs. Rome F. Moretti, Bank of America, San Francisco. 
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Columbus MBA Installs Officers for 1958 





Almost 150 members and guests attended the annual dinner meeting of the 


Columbus MBA recently. 


[he evening program included the installation of 


1958 officers and board members, headed by president Fred R. Place of the 
Ohio Title Corporation. Featured speaker of the evening was MBA vice presi- 


dent, Walter C. 


Nelson, president, Eberhardt Company, Minneapolis. 


He 


spoke on “Current Trends in the Mortgage Market.” 


Preceding the evening affair, Mr. Nelson had toured the Columbus, Ohio, 
area and was joined at luncheon by a number of the local mortgage bankers. 
At that luncheon, pictured above, are: seated, from left, Philip E. Baehr, Kar! 


W. Kumler, James W 
Reynolds, Joseph C. Hughes, J 
Place and Joseph C. 
Thomas K. Hartzler. 


Link. Standing: 


Phillips, James W. Hill, Allen R. Rankin, L. D. 
F. Hott, Ward C. Case, Mr. Nelson, Mr. 


Robert K. Eller, W. W. Wheaton, 





Frederick Stobaeus Is 
New Jersey MBA Head 


Frederick C. Stobaeus, vice presi- 
dent, National Mortgage Co., Newark, 
was elected president of the New 
Jersey MBA for 1958. Others elected 
are: first vice president, Raymond A. 
Mulhern, vice 
president, Under- 
wood Mortgage & 
Title Co., Irving- 
ton; second vice 
president, Charles 
J. Horn, vice pres- 
ident, National 
State Bank of 
Newark; treas- 

F. C. Stobaeus urer, Robert E. 
Scott, president, R. E. Scott Mort- 
gage Company, Elizabeth. 

Appointed as members of the board 
of governors: for three year term ex- 
piring 1961, Robert G. Guempel, 
Ernest R. Hansen, Max Neuberger 
and Arthur G. Pulis, Jr.; and to fill 
the unexpired term of Mr. Scott, who 
assumes the office of treasurer, Paul J. 
Dutko, term expiring 1959. 

Executive Secretary for the state- 
wide group is Robert J. Sinnenberg, 
appointed January | of this year. He 
is with the Mutual Benefit Life In- 
surance Co. of Newark and succeeds 
Charles J. Horn, who held the post 
for the past five years. 


ap: 





Chicago MBA Takes Lead in Anti-Slum War 


How a local mortgage association 
take the im- 
portant type of 


lead in a most 
activity 
proven recently the Chicago 
MBA literally stole the show in doing 
something about a problem that had 


been on the front pages of the city’s 


can 
civic was 


when 


newspapers for weeks. 

In certain sections of the city, where 
there had been widespread and illegal 
conversion of buildings to provide for 
more living space than is permitted, 
had been a number of disas- 
trous fires with heavy loss of life. The 
Mayor, the various city agencies con- 
with and numerous 
civic organizations united to see what 
could be done. 

The Chicago MBA, headed by 
Robert H. Pease, vice president of 
Draper and Kramer, Inc., recom- 
mended to its members that: 


there 


cerned housing 
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“1. A clause permitting immediate 
calling up of a loan under certain 
conditions be included in all new and 
renewed mortgages throughout the 
city. 

“2. No loan be made for major 
building improvements without evi- 
dence of a building permit. 

“3. No loan be made without a 
certificate of occupancy as required 
under a city ordinance passed in 
January. 

This ordinance requires owners of 
apartment buildings of three or more 
units to register with the city the 
owner’s or managing agent’s name, 
the amount of space in each apart- 
ment, the number of occupants and 
other data. 

Pease said the proposed new get- 
tough mortgage clause would permit 
making a loan payable immediately if: 


-A building isn’t maintained, re- 
paired and operated in accord with 
all city ordinances. 

-A building is altered in any way 

without the consent of the mort- 

gage-maker or trustee. 

-There is any substantial change in 

a building’s character or use with- 

out consent. 

Pease said the Chicago MBA hopes 
to accomplish two things by its action 

keeping slums from growing and 
encouraging new money for building 
improvement in existing slum areas. 


Lubbock MBA Elects 


Newly elected officers of the Lub- 
bock, Texas, MBA for 1958 include: 
Tom Travis, president; O. B. Stewart, 
vice president; and Hector Mackay, 
secretary-treasurer. George Link, Ben 
Cole, Charles Adams, Jr., and LeRoy 
Waggoner were elected to the board 
of directors. 


John Lyman Heads Southern Calif. MBA, Lex Marsh N. C. MBA 





Newly elected president of the 
Southern California MBA for 1958 
is John J. Lyman, vice president of 
Dwyer-Curlett and Co., Los Angeles. 
He is shown above, third from left, 
flanked by Gordon Calder, execu- 
tive vice president, Alison Co., new 
SCMBA vice president; and Guy B. 
Mize, executive vice president, Marble 
Co., new secretary-treasurer. At the 
far left is outgoing president Vaughn 
J. Cook, of Beverly Hill Securities 
Co. Directors elected, in addition to 


Mr. include: S. H. Dolley, 


Cook, 
George Elkins, Richard Howlett, 
Frank Kiner, William R. Schroll and 


Robert Sutro. Principal speaker at 
the group’s annual dinner and elec- 
tion meeting was J. Edward Day, vice 
president, Prudential Life Insurance 
Co., who discussed “Current Trends 
Affecting Mortgage Lending.” 

In the photo at right, that’s Lex 
Marsh (center), newly elected presi- 
dent of the North Carolina Mortgage 


Bankers Association, with T. W. 





Crutcher, Jr., new secretary-treasurer, 
left, and Ike C. Lowe, right, a direc- 
tor elected to serve a three-year term. 
Mr. Marsh is president of the Marsh 
Land Co. and the Marsh Realty Co. 
Mr. Crutcher is secretary-treasurer, 
Dunaway Crutcher Mortgage Co.; 
Mr. Lowe is secretary-treasurer, Mc- 
Donald Mortgage Co., Inc. Also 
elected but not pictured were J. Alton 
Stanford, as vice president; and 
Carlyle McDowell, immediate past 
president, as a director. 





Texas MBA Prepares 


An entertainment-packed program 

to be highlighted by a “Beach- 
comber’s Ball”—will be featured at 
the 42nd annual convention of the 
Texas Mortgage Bankers Association. 

To be held in Galveston, May 11- 
13, the convention has been planned 
“so that mortgage bankers from all 
sections of the MBA membership can 
join Texas Association members in 
having a whale of a good time,” re- 
ports TMBA President James Teeling 
of Dallas. 

Carroll L. Jones of Corpus Christi, 
vice president of the state association, 
is chairman of the general arrange- 
ments committee. He is being assisted 
by Robert W. Drye of Houston as 
vice chairman, and Mr. Teeling. 

In addition to the entertainment 
planned during the convention, Gal- 
veston offers “unusual opportunities 
for a good time,” Mr. Jones empha- 
sizes. A large seaport city located on 
an island connected with the main- 


land of Texas by two causeways, Gal- 


for Big 42nd Meeting 


veston’s entertainment facilities in- 
clude deep sea fishing, surf bathing 
as well as pool swimming at luxury 
hotels and motels, “and plenty of 
sunshine.” 

The costume party, with a “Beach- 
comber” theme, will be held the night 
of May 13 in the new, modern Moody 
Civic Center, a huge, completely air- 
conditioned building completed last 
summer and located conveniently near 
the convention headquarters Galvez 
Hotel, as well as near other of the 
city’s resort hotels. 

Registration for the convention will 
start Sunday, May 11, at the Galvez 
Hotel, with business sessions scheduled 
for the mornings and afternoons of 
May 12 and 13. 

Entertainment all 
persons attending the convention, in- 


scheduled for 


cluding wives of mortgage bankers 
and representatives of allied busi- 
nesses, will include the annual in- 


stallation dinner-dance of new TMBA 


officers and directors. The installation 
party will be held in the Moody Civic 
Center the night of Monday, May 12. 

Music for the dinner-dance will be 
provided by the Jan Garber orchestra, 
while entertainment for the “Beach- 
comber’s Ball” will include music by 
Ralph Marterie and his orchestra and 
Hilo Hattie and her troupe of Ha- 
walian dancers. 





This appealing miss is but one of the lovely 
members of the Hilo Hattie Hawaiian 
troupe scheduled to entertain at this May’s 
forthcoming Texas MBA Convention. 
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Additional entertainment plans for 


wives of convention delegates are 
nearing completion, while the pro- 
the convention is being de- 


attending 


gram [or 
signed “to everyone 
plenty of opportunity to have a good 


and 


sunshine,” 


give 


to soak up a lot of Texas 


Mr. Teeling emphasizes. 


time 


Texas’ oldest 
island 32 


Galveston, one of 


cities, occupies an miles 
long and from one to two miles wide. 
Vaca the 
foot on the island 
1523. More 
LaSalle named the 
Louis in his 


although it re- 


Cabeza de was first white 


man to set dis- 
covering it in than a 
later, 


San 


century 
island honor of 
French sovereign 
mained unoccupied except for roving 
Indians. 


bands of Caronkaway 


Occupied in the 18th century by 
the 
honor of 


from Spain, island was 


troops 


named Galvez in their 
The name later became Gal- 
1816, Jean Lafitte, 


torious pirate chief, made Galveston 


leadet 
veston. In no- 
his headquarters and rendezvous for 
his ships and men. After Lafitte and 
his crews left in 1821, American pio- 
neers moved to the island, establish- 
1830 


a settlement there by 


Che 


vradually changed through the years 


ing 


island and city of Galveston 
a trading post into a port, re- 
Federal 
In later years, Galveston has 
the 


important 


trom 


ceiving recognition as such 


in 1889 
come to be known throughout 
the 


ports and commercial centers, as well 


world as one of most 


is a resort, on the Gulf Coast 


San Diego MBA Holds 
Panel on Escrows 


\ panel discussion, “Escrow Prob- 
lems in Mortgage Lending,” was fea- 
tured at the March meeting of the 
San Diego MBA. Panel 


Marian Schwartz, manager. 


participants 
included 


Rosecrans Escrow; Jean Seigert, Land 


litle Insurance Company; Robert J 
Donais, manager, escrow department, 
Union Title Insurance & Trust Co.: 


John J. McCloskey, president, Allison- 
McCloskey Escrow Company 
L. Buck, Jr., San 


Esc row 


James 
president, Diego 


Association and vice presi- 


dent, Southern California Mortgage 
and Loan Corporation, acted as mod- 


erator 
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Indiana Mortgage Bankers, Inc., Organizes 


New addition to the 





ranks of local MBA groups is the Indiana Mortgage 


Bankers, Inc., which held its organizational meeting on February 24, in Chi- 


cago’s Blackstone Hotel. 


Above, seated, are officers: Vice President, Sam C. 


Ennis, president, Samuel C. Ennis & Company, Inc., Hammond; president, 
Albert A. Savill, president, Savill-Mahaffey Mortgage Company, Inc., Indi- 
anapolis; secretary, R. W. Stockwell, vice president, Union Title Company, 
Indianapolis. Others pictured, all directors or regional vice presidents are, 
left to right: Clifford A. Pletcher, South Bend; Paul J. Ivankovig, South Bend; 
R. H. Waterfield, Fort Wayne; E. A. Wilhite, Gary; J. R. Pearson, Evansville: 
J. D. Carter, Evansville; Frank H. Dunn, Indianapolis; Dale W. Mitsch, New 
Albany; P. J. Pfister, Terre Haute. Not shown in the picture is the group’s 
treasurer, H. Duff Vilm, Indianapolis. Directors not pictured include: Harold 
L. Bobeck, Ft. Wayne: and Forrest S. Briggs, Gary. 


Scholarship Grants by New Jersey MBA 


meeting last 
month in the Mortgage 
Bankers New 
presented its two annual scholarship 
$500 
are presented under the auspices of 


19th annual 
Newark, 


Association of 


At its 
Jersey 


awards of each. These grants 


that local group’s Educational Foun- 


dation which has as its aim the 


sponsoring of college students recom- 
and 


Rutgers University 


To qualify for these 


mended by 
I psala College 
awards, the student must show “need 
and a desire to study real estate and 
mortgage lending subjects.” 
Representing something totally 
the 
activity as engaged in by local MBA 
groups, the New Jersey MBA Edu- 
cational Foundation came into being 
in March of 1956 
from a suggestion made in 
November, 1955, by Mr. Samuel Farb 
of the National Mortgage Company 
of Newark, that the New Jersey group 


unique in realm of educational 


Che idea stemmed 


originally 


sponsor an essay contest for New Jer- 
sey college students entitled, ““What 
Freedom of Enterprise Means to Me.” 

A special scholarship committee 
was appointed and it was decided to 
donate a scholarship of $500 each to 
Rutgers University and Upsala Col- 
lege, annually, which would 
very closely the full year’s tuition at 


cove! 


either college. It was further recom- 
mended that the local MBA’s mem- 
bership fees be increased by $10 per 
annum. This would accumulate each 
year approximately $800 of the total 
cost of these scholarships. The bal- 
ance, each year, of the requisite 
$1,000 would be paid directly from 
the group’s treasury. The committce 
proposed, also, that a Foundation be 
established to solicit its local members 
for contributions to a_ scholarship 


fund. 


Continued on page 38 






























Housing and housing credit terms 
had top priority in Senate and House 
thinking this year when MBA held its 
annual congressional dinner and 
luncheon for federal agency officials. 
Reason, of course, was government 
concern over the business recession and 
the general conviction in congress that 
one sure way to combat its deepening 
inroads was to stimulate home con- 
struction by making more liberalized 
credit terms available. The result was 
the swift enactment of the emergency 
housing bill, a measure which for 
speed and one-sided voting has no 
precedent. To the MBA dinner were 
invited members of the Senate and 


MBA Goes to Washington 











mittees and the House Veterans Af- 
fairs Committee; and to the luncheon, 
officials of the Treasury, Federal Re- 
serve System, FHA, FNMA, FHLBB, 
HHFA, Council of Economic Ad- 
visers, Bureau of the Budget, General 
Services Administration and Depart- 
ment of Defense. A_ representative 
group attended; and again the lead- 
ers in congress who create the legisla- 
tion affecting the mortgage industry 
and the officials who administer it 
became aware of the national organi- 
zation in the mortgage field and its 
continuing desire to assist in deter- 
mining the roles for government and 


private enterprise. 










e : ' . 
| House Banking and Currency Com- 
be 
’ 
s 
| 
t 
" Above, the luncheon with photo at right showing, le‘t s:de, John 
Dane, Jr.; Winfield Riefler, assistant to the chairman of the Fed- 
4 eral Reserve Board; George P. Bickford, FHA general counsel; 
) Elmer Grootemaat, Milwaukee; Woodlief Thomas, economic ad- 
" viser to the Federal Reserve; William C. Weaver, Jr., Nashville; below of dinner guests. 
I 
t 
i 
] 
! 
) 








right side, C. H. Bonnin, New York; J. S. Davies, member, Coun- 
cil of Economic Advisers; Albert J. Robertson, Chairman, Federal 
Home Loan Bank Board; Carey Winston, Washington, D.C.; 







and Richard L. Steiner, Urban Renewal Administration. Photos 
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SCHOLARSHIP GRANTS 
Continued from page 36) 
Following the overwhelming 
proval of these recommendations by 


ap- 


the group’s membership, trustees were 
appointed to establish and administer 
Carton §. Stal- 
Mortgage 


this endowment fund. 
lard, president of the Jersey 
Company in Elizabeth, was appointed 


for a three-year term and served as 
chairman the first year 

Che first scholarship grants were 
given in June, 1956. Later that year, 
the Foundation was organized legally 
as a non-profit, tax free corporation, 
with Mr. Stallard as president. By 
March, 1957, and 
pledges from New Jersey MBA mem- 
bers totalled $2,400. The 1957 cam- 
paign for funds netted another $1,400. 
$400 in contributions 


brought the total 


contributions 


An additional 
this 
amount in the Foundation treasury 

as of mid-January—to almost $4,200. 
In the granting of these scholarships, 
only the interest and not the principal 


early year, 


of this fund is used. 


ROLE OF MORTGAGES 


Continued from page 15 


to embrace the FHA program for 
some time. They have already pro- 
posed a new program for insuring 


conventional mortgage loans and dis- 
cussions continue of liberalizing pro- 
visions under which conventional 
loans may be made, including higher 
loan-value ratios and longer maturi- 
ties, 

Upon the success of such programs 
feel 


loans to 


ability of 
effec- 
tively to invest the bulk of their funds 


as these, | rests the 


savings and continue 


in conventional mortgage loans. 


One thing that can be said with cer- 


tainty about the future course of 
events in mortgage markets is that 
if the thrift institutions and others 


continue to rely as heavily on Federal 


programs as they have in the 
they 


dictable statutory 


past, 


will be vulnerable to unpre- 


and administrative 


changes. The alternative to such un- 


certainties would be to accept the 
uncertainties of the market place and 
bear the risk of error in judgment 


and economic change with minimum 


reliance on Federal support, direct or 
indirect. 
lurning, more specifically, to the 


shorter run outlook, it seems clear 
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that the capital market framework in 
1958 will be one in which the flow of 
mortgage investments from thrift in- 
stitutions is encouraged. The question 
of flexible interest rates on Federally 
which I consider 
so basic to longer run developments 


insured mortgages 
will be of much less consequence in 
1958 because competitive long-term 
bond yields which have been declining 
recently may be expected to stabilize 
or decline further. The demand for 
funds by corporations will be less in 
1958 than in 1957 and, while demands 
for financing by state and local gov- 
ernments_ will large, the 
thrift institutions are only a minor 
funds in this market. In 
this setting the 54% per cent FHA- 
insured loan will appear increasingly 
attractive to thrift institutions, even 


continue 


source of 


to the point where discounts may dis- 
appear. 


Offsetting this more favorable out- 
look in part, is the expected further 
decline in the flow of savings to the 
three main types of thrift institutions. 
The 1957 slowdown in savings repre- 
sented in part competition from com- 


mercial banks paying new high inter- 
est rates for time deposits, and in part 
the continued trend in the life in- 
surance business towards low premium 
paying term policies for both indi- 
viduals and groups. The writing of 
term policies will still be an important 
influence on life insurance savings in 
1958, but competition from commer- 
cial banks for savings accounts may 
lessen as interest rates generally 
decline. 

In any event, the flow of liquid 
savings generally tends to change 
slowly from year to year and any 
decline accompanying a deepening of 
the recessionary tendencies which are 
now evident will be small. Moreover, 
the thrift institutions may supplement 
their savings inflow by borrowing, o1 
by sale of Governments in order to 
take advantage of a favorable mort- 
gage market. Admittedly the degree 
of liquidity which can be achieved 
from generally reduced government 
bond portfolios is small compared 
with the immediate postwar years but 
for savings banks and life insurance 


(Continued on page 40) 





HOME 


NEW FHA Down Payments 
Payment Tables for insurable 


amounts 


you are in business to serve him. 


by May 5. 


Please send copies of 


Name 


Address 


1 @ $1.00 
10 @ 75 
25 @ 50 
50 @ 40 
100 @ 35 
250 @ 30 
500 @ 25 

1000 @ 20 
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Containing the latest dope on FHA, April 1, 1958 


With the push on FHA’s you can’t afford not to have a supply of these on 
hand. Your imprint on the cover is a continual reminder to the user that 


Order now and save 25% on prepublication offer. 
Fill in your name on this convenient order form and mail to us. 
Less 25%, prepublication on orders of 50 or more 
FINANCIAL PUBLISHING COMPANY 
82 Brookline Avenue, Boston 15, Massachusetts 


FHA Home Loans” 
including changes through April 1, 1958. 


Imprint front covers (10 or more copies) as follows 


LOANS 


For loans to $8,000, NEW total 
payments which include the 
‘4% service charge 


Basic Schedules for 30, 25, 20, 
15, 10 year loans 


Books will be available 


(Publication No. 669) 











George H. Patterson, who retired 
last November after 26 years as MBA 
secretary and treasurer, was honored 
recently by the Mortgage Bankers 
\ssociation of Central Florida, when 
that group presented him with a 





plaque in appreciation of his out- 
standing service to the mortgage in- 
dustry. Mr. Patterson, now a resident 
of Largo, Florida, is shown in the 


photograph above. With him is 
Frank W. Reed, left, vice president, 
Che First National Bank at Orlando, 
who made the presentation; and 
Howard J. Murphy of Fort Lauder- 
dale, president of the Florida MBA. 


Paul P. Swett, Jr., was elected 
president of the Maryland Life In- 
surance Company of Baltimore, it 
has been announced. He succeeds 
Donald H. Garver, who is retiring 
after more than 40 years of service. 


Mr. Swett is also a director, mem- 
ber of the executive committee and 
chairman of the finance committee 


of Maryland Life. 


Massachusetts Mutual Life has an- 
nounced the promotion of three sec- 
ond vice presidents to full vice presi- 
men and their areas 
of activity are: Kenneth W. Perry, 
wwency operations; John S. Simpson, 
Jr., investments; and Arthur I. Mac- 
donald, mortgage loans. 

Title and Insurance 
Company, has ceased writing all lines 
of insurance other than title insur- 
and will in the future confine 
ts insurance activities solely to this 
held. This has been accomplished by 
reinsuring all of its contracts, other 


dents: these 


American 


ance 


than title insurance, with other in- 
surers. 

Sale of The Coffeyville Loan and 
Investment Company, Inc., to Wads- 
worth Acceptance Company, Inc., a 
Kansas City firm, is announced by 
D. A. Willbern, vice president of the 
Coffeyville, Kansas, firm. C.L.I.C. 
was founded in 1937 and became one 
of the fastest growing savings and 
mortgage institutions in Kansas. 
Headquarters of the company will re- 
main in Coffeyville although plans 
are in the formative stage for the 
opening of a number of branch offices 
across Kansas and Missouri. Donald 
R. Elbel is president of the Wads- 
worth Acceptance Co., Inc., a wholly 
owned subsidiary of Elbel Enterprises, 
Inc., a nationally known organization 
operating out of Kansas City, Mo., 
with operations involving over 100 
million dollars in home-building and 
real estate developments. 


Election of R. H. Schildhauer as 
assistant vice president of Advance 
Mortgage Corporation and manager 
of the firm’s Milwaukee office, was 
announced recently by Irving Rose, 
president of the Detroit corporation. 
Mr. Schildhauer comes to Advance 
Mortgage from Harnischfeger Homes 
Acceptance Corporation, where he 
served as assistant secretary. He will 
supervise the origination and servic- 
ing of residential, industrial and com- 
merical loans throughout Wisconsin. 

The Minnesota Mutual Life Insur- 
ance Co. of St. Paul has announced 
the election of three new members to 
its board of trus- 
They 


tees. are 
Carl R. Ander- 
son and Franklin 


Briese of St. Paul, 
vice presidents of 
the company; and 
Russell F. Stau- 
dacher of Chi- 
Mr. An- 
derson joined 
Minnesota Mutuai in 1921, begin- 
ning as policy issues manager. In 





cago. 


Franklin Briese 


1929 he was appointed company sec- 
retary, a post he held for 25 years. 
He was elected a vice president in 
July, 1943. Mr. Briese became asso- 
ciated with the firm in 1929. In 1931 
he was appointed assistant attorney, 
mortgage loans, then successively 
held the posts of assistant manager, 
mortgage loans; assistant manager, 
investment department; assistant 
treasurer and treasurer. He was 
elected a vice president of the com- 
pany in 1954. 

The mortgage loan business of the 
Southern Trust Company, a long- 
established Louisville firm, has been 
sold to Laclede Bond and Mortgage 
Company, Clayton, Mo. 

The sale was announced jointly by 
Carl Harris, executive vice president 
and Pleasant Bradley, vice president, 
of Laclede, and L. A. McLean, presi- 
dent of the Southern Trust Company. 
McLean is retiring from the mortgage 
loan Mr. McLean is a 
former president of MBA and was 
prominent in the growth and develop- 


business. 











PERSONNEL 


AND BUSINESS NEEDS 


In answering advertisements in this column. 
address letters to box number shown in care of 
the Mortgage Bankers Association of America, 
111 West Washington Street, Chicago 2, Illinois 











MORTGAGE MAN WANTED 
Larger southern life insurance company 
desires mortgage man, located Home 
Office, age 35 to 45, college graduate, 
minimum ten years’ active conventional 
loan experience, excellent advancement 


opportunity. Write Box 480. 
ADMINISTRATIVE OFFICER 
AGE 42 
experienced in mortgage servicing and 


general financial work seeks administrative 
position in mortgage banking firm. Twenty 
years’ experience in savings banking; now 
officer of $30 million savings and loan 
association. Extensive experience in all 
phases of mortgage work, accounting and 
reports, general administration; also ex- 
perience in advertising, personnel. Col- 
lege education: B. S. in Accounting; 
Master of Business Administration. Exten- 
sive speaking experience. Married, four 
children. Will locate anywhere. Write Box 
481. 
HAVE ABILITY—WILL RELOCATE 
25 years diversified experience Conven- 
tional, Commercial, Insured loans, Titles, 
Construction, Origination to secondary 


market. Have been V. P. in charge of 
operations. For résumé and photo, write 
Box 483. 


MORTGAGE MAN 

Leading midwest prefabricator has open- 
ing for president of established approved 
mortgagee acceptance corporation. Experi- 
ence with warehousing, construction loans, 
and marketing essential. Investor contacts 
desirable. Send complete résumé. Write 
Box 484. 
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ment of the Association following 
emergence from the depression of the 
Thirties 

The Southern 
to operate its insurance business and 


Trust will continue 
savings and trust accounts 


The 


space in the building now occupied by 


Laclede company will lease 


the Louisville firm’s mortgage busi- 
ness 

Both Laclede and Southern Trust 
Company have been making and sell- 
ing loans tor a quarter-century fol 
the Metropolitan Life Insurance 
Company 

The Laclede Louisville office will 


operate under direction of W.G., Har- 
pole, a vice president of Laclede, who 
has been executive vice president of 


Southern Trust. He was formerly as- 
sociated with Franklin Title and 
[rust Company and FHA 

The Colwell Company, Los An- 


geles, has formed a commercial loan 


department and appointed Donald G. 


He recently was 


Finley as manager 


assistant regional for 
Massachusetts Mutual Life Insurance 


and 


supery ISO! 


Company in the mortgage loan 
real estate division and previously was 
in the appraisal department of the 


Union Bank of Los Angeles 


David H. Solms, president, Eastern 
Mortgage Service Co., Philadelphia, 
announced the opening of a new busi- 
ness office in Wilmington. 


Michigan Mortgage Corporation in 
Detroit announced that Jason L. 
Honigman was elected president and 
Irving Franzel elected executive vice 
Mr 


ior partner of the law firm of Honig- 


president Honigman is the sen- 


man, Miller & Schwartz, and a di- 
rector ol various corporations. 
Mr. Franzel has been vice president 


and administrative head of Michigan 
Mortgage since it was formed in 1944 
and will continue in that capacity. 
Gerson Horton, a new member of the 
firm, has been elected vice president 
builders accounts and 
Jerry Guttenberg, 
who has been with the company ove1 


in charge of 
mortgage sales 
10 years, has been elected comptroller 
and assistant treasurer. Donald Burge 
has been named assistant secretary 
and head of the processing depart- 
ment 

Thomas J. Sweeney, Director of 
VA’s loan guaranty has 


after 25 


program, 


resigned years government 
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service. He has become executive vice 
president of the Colonial Mortgage 
Corporation, Washington, D. C. Mr. 
Sweeney joined the VA in October 
1944 as the special assistant to the 
the Loan Guaranty pro- 
gram. In 1946 he named As- 
sistant Director, a post he held until 
January 1955 when he was appointed 


Director of 
was 


Director. During his association with 
the program, more than five million 
home loans were guaranteed for vet- 
erans amounting to $42™% billion: 
70,956 farm loans amounting to $280 
230.800 
$638 


million were guaranteed; 


business loans amounting to 
million were guaranteed. 


John W. Walleigh Jr. has been 
named vice president of Seaboard 
Agency, Inc., a general insurance af- 
filiate of W. A. Clarke Mortgage 
Company, Philadelphia. He will be in 
charge of expanding the insurance 
services for company clients, William 
A. Clarke, president of Seaboard and 
the Clarke Company, said. Formerly 
vice president of Penn Central In- 
Inc., Walleigh had 
also the Fire- 
men’s Fund Group as special agent 
for Philadelphia and suburbs. 


surance Agency, 


been associated with 


ROLE OF MORTGAGES 
Continued from page 38 
companies net sales have not been 
inconsequential in recent years. In the 
past two years liquidation of Treasury 
obligations has equalled 29 per cent 
of the 
banks and 13 per cent of the net in- 
in assets of life insurance com- 


deposit increase at savings 
crease 
panies. 

Savings and loan associations, which 
in the have reduced 
their borrowing from the Federal 
Home Loan Banks to well below the 
1955 record level may again feel free 


1958. 


while 


past two years 


to borrow in 


Sltogether the flow of sav- 
ings may decline further in 1958, to- 
funds available to the 
little dif- 
than in 
demand 


loans 


tal long-term 
thrift institutions 
ferent or actually 
1957 Moreover. 


may be 
greater 

the 

consumer 


with 


for business and re- 
duced, commercial banks will be in a 
better position to provide construc- 
tion and interim financing as a sup- 
plement to long-term financing from 
savings institutions. 

If previous patterns of investor be- 
may expect 


havior prevail then we 


the rate of increase in net mortgage 
flows from life companies to be 
smaller than from either savings banks 
or savings and loan associations. The 
longer lag in the response of life com- 
panies to changed mortgage market 
conditions reflects, of course, the basic 
the mortgage commit- 
Their current volume 
large 


influence of 
ment process. 
of mortgage commitments is 
relative to premium inflows and funds 
are 


new commitments 


I would expect such 


available for 
not plentiful. 
commitments to turn up significantly 
after mid-year. In the meantime ac- 
quisitions for several months ahead 
will reflect the reduced 
commitments made during 1957. Any 
increase in total mortgage acquisitions 
of life insurance companies during 
1958 may be expected to be rather 
small. If a condition of credit ease 
continues through 1958 and into 1959, 
we may expect a substantially greater 
increase in life company mortgage 
flows in the latter year than inflows 
from savings banks and savings and 
For 1958, however, 
[ would expect the reverse to prevail. 


volume of 


loan associations. 


A rough guess on total volume would 
place the net increase in mortgage 
flows from all three types of savings 
institutions at from $84% to $84 bil- 
lion, compared with less than $8 bil- 
lion in 1957, a rise of from 5 to 8 per 
cent. If similar increases should be- 
come available from other types of 
lenders, there would probably be a 
much better balance between supply 
and demand for mortgage funds in 
1958 than in 1957. 








HIGH-CALIBER 


MORTGAGE 
EXECUTIVE 


Nationally-known mortgage banking 
house is seeking a top-grade execu- 
tive with capacity for analyzing and 
negotiating large conventional loans 
and thorough knowledge of FHA, 
VA, and construction-payout depart- 
ments. 


Attractive salary; bonus, insurance 
and other benefits. Please reply in 
full detail; your letter will be held in 
strict confidence. Members of our or- 
ganization have been advised of this 
advertisement. Write Box 482. 
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Title Insurance Increases Mortgage 


Salability 


When the mortgage buyer and the mortgage 
seller negotiate a sale, quality is the essential 
factor. And title insurance improves the qual- 
ity of the loan package. 


To increase the salability of your mortgages, 
require a mortgagee’s title insurance policy. 
The borrower pays the small cost; you have a 
mortgage that is safer to hold. . . easier to sell. 


Minnesota’s Title representatives are on 
hand to serve you in 21 states and Canada. 
Or write Title Insurance Company of Minne- 
sota, Minneapolis 2. 








Tre JnsuRANCE Company 
OF MINNESOTA 


125 South Fifth Street Minneapolis 2, Minnesota 
FEderal 8-8733 


Capital, Surplus and Reserves in Excess 


of $4,000,000. 


ARKANSAS FLORIDA GEORGIA KANSAS 
KENTUCKY LOUISIANA MINNESOTA MISSISSIPPI 
MISSOURI MONTANA NEBRASKA NORTH CAROLINA 
NORTH DAKOTA OHIO SOUTH CAROLINA 
SOUTH DAKOTA TENNESSEE UTAH WEST VIRGINIA 
WISCONSIN WYOMING CANADA 











Wise Heads Insist On 
Title Insurance 


for speedier, more profitable 
mortgage transfers 


The knowledge that a title is securely protected 

by a Kansas City Title Insurance policy helps make 
mortgage transfers fast and profitable. Your 
customers demand predetermined title security... 
and there’s no better guarantee of protection than a 
policy backed up by Kansas City Title. 


For complete title service that saves your time 
and brightens your profit picture, call in a Kansas City 
Title agent. You’d be smart to do it today. 


BRANCH OFFICES: 
Boltimore, Maryland; 210 North Calvert 
Street—Little Rock, Arkansas; 214 Louisiana 
Street—Noshville, Tennessee; S. W. Cor. 3rd 
& Union Streets 
The Company is licensed in the follow- 
ing states: 
Alaboma, Arkonsas, Colorado, Delaware, 
Florida, Georgio, Indiana, Kansas, Louis- 
iana, Maryland, Mississippi, Missouri, Mon- 
tano, Nebrasko, No. Carolina, Ohio, So. 
Carolina, Tennessee, Texas, Utah, Virginia, 
Wisconsin, Wyoming, and in the District 
of Columbie and Territory of Alasko 


Capital, Surplus and Reserves Exceed $5,000,000.00 
925 Walnut Street Kansas City 6, Mo. 





